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OVERVIEW
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HON. ROBERT HALE, UNDER SECRETARY OF DEFENSE, COMP-
TROLLER

OPENING STATEMENT OF CHAIRMAN FRELINGHUYSEN

Mr. FRELINGHUYSEN. Good morning. The committee will come to
order. As we begin this hearing, I want to take a moment to pay
tribute to the service of our late chairman, Congressman Bill
Young. America’s men and women in uniform had no more effective
advocate. We will miss his leadership and friendship. For my part,
my working relationship and friendship with Mr. Visclosky, our
committee’s ranking member, will help fill that loss. Our recent
trip to the Middle East strengthens the ties that bind us in our
work together.

We meet today to begin a series of hearings to examine the fiscal
year 2015 budget request for the Department of Defense. We are
pleased to welcome the Secretary of Defense Chuck Hagel; the
Chairman of the Joint Chiefs of Staff General Martin Dempsey;
anc} the Department of Defense Comptroller, the Honorable Robert
Hale.

Mr. Secretary, thank you for your service in Vietnam, distin-
guished service. General Dempsey, thank you for your decades of
service to our country since your graduation from West Point. And
to Bob Hale, thank you for being the longest continuous-serving
Comptroller for the Department of Defense. And we hear of your
retirement, but on behalf of the committee, both sides, and we are
unified on this committee, we thank you for your remarkable serv-
ice and dedication. We are honored to have each of you here today,
and we look forward to your testimony.

For the first time in years, the committee is operating under reg-
ular order. The budget agreement reached in December between
Congress and the President means that we can proceed in an or-
derly, deliberate, transparent fashion to meet our responsibilities to
the full committee, the full House and to the American people.
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Over the past several years, the practice of funding the Federal
Government through continuing resolutions has seriously affected
the ability of both the Department of Defense and Congress to do
long-range planning that is crucial to our defense and intelligence
responsibilities. Furthermore, the sequester, which the President
proposed and the Congress agreed to, has compounded the prob-
lem. We must all work together to avoid its return.

The committee has, as it always had, two principal responsibil-
ities. First is to provide the Department of Defense and the intel-
ligence agencies with the resources they need to carry out their
missions in the most effective and efficient manner. The second
and equally important responsibility is to ensure that our men and
women in uniform, every one of whom volunteers, have the re-
sources they need to defend our Nation and support their families.

As a committee, I want to be certain that everyone knows that
these hearings will provide all of our Members with the oppor-
tunity to ask questions they have and get the answers they require
to make fully informed judgments about the budget before us.

Ladies and gentlemen, we begin these hearings today at a crit-
ical juncture for America. The decisions this committee makes will
help set the course for America’s defense capabilities not just for
the coming year, but for many years to come. And as we consider
this budget, we must recognize we still live in a dangerous and un-
stable world, in the Middle East and throughout Africa, in Ukraine
and Asia, and in countless hidden places where nonstate actors are
planning and plotting to do harm to our country and our interests
both at home and abroad.

So among the challenges this committee faces are these: First,
how do we use limited resources in the most efficient and effective
way? That includes making certain our acquisition process works.

Second, what are the risks associated with the decisions we make
on the size of our military; the size of our Army, Navy, Air Force,
and Marines? And what capabilities, such as the increased use of
drones or cyber warfare, do we want our military to emphasize?

Third, are those risks tolerable given the threats and conflicts we
can responsibly be expected to face as a Nation and as a world
leader?

And fourth, with so many demands and such limited resources,
what specifically do we hope to achieve through the 2015 budget?

People around the world, our allies and adversaries, are watch-
ing to see how we answer these questions, and we want to be cer-
tain that our response reassures our allies and deters our enemies.
The budget is, after all, not just about numbers; the budget is, in
essence, a policy document. Where we decide to spend our money
reflects, or should reflect, our strategies for defending our Nation.
Those choices also reflect our best evaluation of where the most
likely threats to our national security are likely to originate and
how we can best overcome them when they materialize.

We have heard talk from the administration it is time for the
United States to get off a war footing. Frankly, that troubles me,
coming as I do from a State that suffered so much loss on Sep-
tember 11th, 2001. Nations around the world saw the manner in
which we withdrew from Iraq and the way we are addressing Iran
and Syria. They will be watching now how we exit Afghanistan,
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and they want to know whether America is still willing, ready, and
able to lead.

When we talk about getting off war footing, it suggests to both
our adversaries and our allies alike that the United States has lost
its will and its ability to lead. If that is the message we send, we
will be promoting greater instability in the world and not less. His-
tory is replete with examples of what happens to a great nation
when it tires of the responsibilities that accompany greatness. If we
withdraw from the world’s stage, we would leave a vacuum that
others, others whose interests do not necessarily align with ours,
are all too eager to fill.

But even at a more basic level, history also shows the wisdom
of what George Washington said more than two centuries ago: To
be prepared for war is one of the most effective means of pre-
serving the peace. We must make certain that in meeting the de-
mands of fiscal austerity we do not leave any question, any ques-
tion, about our will and our ability to defend ourselves and our in-
terests around the world.

It is not enough to say that the President’s proposed budget does
not support the military any of us wants. We must do everything
to ensure that it supports the military we need. We must be cre-
ative and innovative in finding ways to rein in spending and make
every dollar count, while also meeting our national security respon-
sibilities and providing our military with what it needs to meet its
various missions.

And we must hear directly from you, Mr. Secretary, where this
budget is taking us and exactly what our defense posture will look
like in 1, 2, or 5 years from now as a result of it. We must also
be realistic, realistic not just about our resources, but also about
the world in which we live, realistic about the threats we face
today and are likely to face in the years ahead, and realistic about
maintaining our ability to deter and then, if necessary, meet those
threats effectively and decisively.

Now I would like to recognize my ranking member Mr. Visclosky
for any comments or statements that he would like to make. Thank
you.

REMARKS OF MR. VISCLOSKY

Mr. ViscLoskY. Mr. Chairman, thank you very much. I would as-
sociate myself with your opening remarks and ask my entire state-
ment be entered into the record.

And, gentlemen, I would certainly thank you for your attendance
today and your service. I would especially want to recognize Mr.
Hale, our Under Secretary of Defense, the Comptroller. As the
chairman indicated, this may very well be your last official appear-
ance before the Defense Subcommittee.

Mr. Hale, you have helped the Pentagon navigate what I think
is probably the most difficult fiscal and financial terrain that they
have had to deal with since I showed up in Washington on a con-
gressional staff in 1977. And in all sincerity, I thank you for your
service to our country. You have always performed your respon-
sibilities with wisdom, whether I have always agreed with that
wisdom or not, discretion, and as a gentleman. And again, the peo-
ple of this Nation have been served well by you. I appreciate it.
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On the surface, the fiscal year 2015 budget request suggests sta-
bility; however, there is much uncertainty and change within an
apparently stable top line. The fiscal year 2015 budget clearly ex-
presses a desire to break out of the constraints imposed by the
Budget Control Act. This is best evidenced by the Opportunity,
Growth, and Security Initiative, which recommends $56 billion in
spending above the bipartisan budget agreement, paid for with tax
reform and mandatory spending cuts; 26.4 billion of this is pro-
posed for the Department of Defense and would suggest, speaking
only for myself, that those are very questionable assumptions.

The request leaves the overseas contingency operations funding
unresolved, and I think this is a very serious problem that we face
in the Congress with this subcommittee. On these, the budget
annex contains plenty of struck language from the prior fiscal year
but provides no new language for fiscal year 2015.

The Department of Defense budget does include a placeholder for
$79 billion but also fails to provide justification for this amount.
We certainly recognize this stems from the uncertainty in Afghani-
stan, specifically whether or when the Afghans approve the bilat-
eral security agreement. However, under any scenario being dis-
cussed, there will be a requirement for OCO funding in fiscal year
2015, if nothing else, for the first quarter. Some path forward must
be chosen to provide the support required for our deployed forces.

I am very optimistic and happy that potentially we will have this
bill on the House floor in June, and if there is not a sentence of
justification for $79 billion, you provide us with a very difficult task
as we proceed.

Finally, the request also embarks on initiatives to control the
growth of personnel and healthcare costs that consume an increas-
ing share of the Defense budget. I congratulate you for addressing
a very important and difficult issue. In light of failed attempts in
the past, I would remark that Congress must be very responsible
and not simply react in a politically convenient fashion, and be as
deliberate in our consideration of your proposals as you have been
in putting them together.

Again, with the chairman and the other members of the sub-
committee, I look forward to your testimony. Thank you.

Mr. FRELINGHUYSEN. Thank you, Mr. Visclosky.

SUMMARY STATEMENT OF SECRETARY HAGEL

Mr. FRELINGHUYSEN. Mr. Secretary, good morning again. Thank
you for being here. Your entire statement will be put in the record,
and if you would be good enough to proceed.

Secretary HAGEL. Mr. Chairman, thank you. Ranking Member
Visclosky, thank you, and to the members of this committee, we
very much appreciate the opportunity to be here this morning. And
I want to particularly note General Dempsey’s presence, who I
have come to have the highest regard for and rely on his partner-
ship and wise counsel during the time that I have had the privilege
to serve as Secretary of Defense, and I always appreciate him for
what he is and what he does and what he represents to this coun-
try.

Mr. Hale has been appropriately noted, beatified, sainted, glori-
fied, and I don’t think it is an overstatement at all to note what
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you have each said about his service and the sacrifice he has made
to this country. And as Congressman Visclosky noted, it has prob-
ably been as difficult a 5-year run as Comptroller as maybe any
Comptroller at the Pentagon has ever had.

Mr. FRELINGHUYSEN. He is a Navy veteran, too, so we didn’t
mention that.

Secretary HAGEL. Well, let the record show, of course, that he is
a Navy veteran.

But thank you, Bob, and I will miss you. We will all miss you.

While our focus, Mr. Chairman, I know, today, as you have
noted, is on the Defense Department’s fiscal year 2015 budget, let
me first address, if I might briefly, the situation in Ukraine. As you
know, the administration’s efforts have been focused on de-
escalating the crisis, supporting the new Ukrainian Government
with economic assistance, and reaffirming our commitments to our
allies, NATO partners in Europe.

Yesterday, as you all know, the President met with Ukraine’s in-
terim Prime Minister here in Washington and reconfirmed Amer-
ica’s strong commitment to the people of Ukraine. Secretary Kerry
will meet again tomorrow in London with his counterpart, Russian
Foreign Minister Lavrov, and I know Secretary Kerry is here on
the Hill today to address some of the more specific issues on this
issue.

Chairman Dempsey and I have spoken with our Ukrainian coun-
terparts, our NATO counterparts, as well as our Russian counter-
parts, and Chairman Dempsey and I will meet with NATO Sec-
retary General Rasmussen here in Washington next week.

Last week we put a hold on all military-to-military engagements
and exercises with Russia and directed actions to reenforce NATO
allies during this crisis. These include augmenting joint training ef-
forts at our aviation detachment in Poland with 12 F-16s and 300
additional personnel, and increasing our participation in NATO’s
Baltic air policing mission by deploying 6 F-15s and one refueling
tanker to Lithuania.

I know that many members of this committee, particularly Con-
gresswoman Kaptur, have been instrumental in helping the United
States stand with the Ukrainian people, and I also know that you
all, in the House last week, took important action by passing a $1
billion package of loan guarantees for Ukraine. In addition, the
President has called on Congress to increase the International
Monetary Fund’s capacity to lend resources to Ukraine. I strongly
support this effort because the IMF is best positioned to provide
the Ukrainian Government and people with the technical expertise
and the financial resources it needs.

Mr. Chairman, the events of the past week once again under-
score the need for America’s continued global engagement in lead-
ership. The President’s Defense budget reflects that reality, and it
helps sustain our commitments and our leadership in a very defin-
ing time. I believe this budget, as you have noted in your opening
comments, is far more, has to be far more, than a set of numbers
or just a list of decisions. It is a statement of values. It is a state-
ment of priorities. It is a statement of our needs. It is a statement
of our responsibilities. It is a realistic budget. It prepares the
United States military to defend our national security in a world
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that is becoming less predictable, more volatile, and in some ways
more threatening to our country and our interests.

It is a plan that allows our military to meet America’s future
challenges and threats. It matches our resources to our strategy,
and it is a product of collaboration. All of DoD’s military and civil-
ian leaders were included in this effort, the Chairman, the Vice
Chairman of the Joint Chiefs, the service secretary, the service
Chiefs, the senior enlisted and others.

As we all know, America has been at war for the last 13 years.
As we end our second war of the last decade, our longest war ever,
this budget adapts and adjusts to new strategic realities and fiscal
restraints, while also, something you noted in your opening com-
ments, is focused on preparing for the future. As we all recognize,
this is an extraordinary time. I don’t believe any of us have ever
quite lived through this kind of time.

You opened your remarks this morning, Mr. Chairman, saying
this is the first time the regular order has been dealt with for some
time in dealing with budgets. Rarely have we had so much budget
uncertainty, living with continuing resolutions as we adjust to a
very large and abrupt set of budget cuts. As a result, this budget
is not business as usual. It begins to make the hard choices that
we are all going to have to make. All of us are going to have to
make some hard choices. The longer we defer these difficult deci-
sions, the more risk we will have down the road, forcing our succes-
sors to face far more complicated and difficult choices into the fu-
ture.

Last year DoD’s budget cut was $37 billion because of sequestra-
tion. Now, that is on top of the $487 billion 10-year reductions
under the Budget Control Act that DoD was already implementing.
December’s Bipartisan Budget Act gave DoD some temporary relief
from sequestration, but it still imposes more than $75 billion in
cuts over the next 2 years. And unless Congress changes the law,
sequestration will cut another $50 billion each year starting in fis-
cal year 2016. The President’s 5-year plan provides a realistic alter-
native to sequestration-level cuts, projecting $115 billion more than
current law allows from 2016 to 2019.

DoD requires that additional funding to implement our updated
defense strategy as outlined in the Quadrennial Defense Review,
and to responsibly meet the national security missions of the De-
partment of Defense. The strategic priorities articulated in the
QDR represent America’s highest security interests: defending the
homeland, building security globally, deterring aggression, and
being ready and capable to win decisively against any adversary.

The funding levels in the President’s budget let us execute this
strategy with some increased risks in certain areas, and we point
those risks out. These risks would be reduced if Congress approves
the President’s Opportunity, Growth, and Security Initiative, a pro-
posal that would provide DoD with an additional $26 billion in fis-
cal year 2015 to improve readiness and modernization. We have
been in a deep hole in readiness the last 2 years. We have deferred
many of our most important future programs to keep this country
technologically superior and our forces modern.

My submitted statement contains details of this initiative, Mr.
Chairman, which I strongly support. Since my submitted statement
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provides a detailed explanation of our budget request and the ra-
tionale behind all of our key decisions, I would like to briefly focus
on just a couple of critical issues.

First, the relationship between our fiscal year 2015 budget re-
quest and our Future Years Defense Program, which we shared
with Congress last week. As we all know, Congress appropriates 1
year at a time, and this committee is focused on drafting and pass-
ing a defense appropriations bill for fiscal year 2015. The Presi-
dent’s fiscal year 2015 budget request fully funds our preferred
long-term force levels, 440- to 450,000 Active Army, 182,000 Ma-
rines, and 11 aircraft carriers. We can do this because the Bipar-
tisan Budget Act gave us some certainty in fiscal year 2015.

In fiscal year 2016 and beyond, sequestration returns and re-
mains the law of the land. In developing our Future Years Defense
Program, we chose to plan for two scenarios for fiscal year 2016
through 2019, one where Congress provides DoD the resources
needed to support our defense strategy, and one where sequestra-
tion-level cuts are reimposed. We had to do this because future
funding levels are uncertain. We just don’t know how much fund-
ing Congress will provide for decades—or for defense in our fiscal
year 2016 budget and beyond. And it would have been irresponsible
for our planning to completely ignore the law of the land.

Our detailed planning for sequestration-level cuts showed that
sequestration would impose some force structure reductions that
simply can’t be implemented with the push of a button. They re-
quire precise plans, longer time horizons in planning; therefore, our
Future Years Defense Program hedges. It projects $115 billion
above sequestration-level spending on fiscal year 2016—in fiscal
year 2016 through 2019, because those are the resources that will
be required to execute the President’s defense strategy, although at
a higher risk for certain missions.

But even though the Future Years Defense Program projects this
additional spending, in its later years, the plan includes the se-
questration-level force structure reductions that take the longest to
plan and implement. By the end of 2019, it shows the Active Army
being reduced to 420,000 soldiers and Marine Corps reductions to
175,000. It also reflects decommissioning of the aircraft carrier
USS George Washington, even though we are committed to paying
its overhaul, and if we receive funding at the levels requested by
the President’s budget, we can accomplish that. But we had to plan
for sequestration-level budgets.

We are not recommending the sequestration-level reductions; just
the opposite. In fact, we are urging Congress to provide the addi-
tional resources requested by the President, but we cannot ignore
the reality that sequestration remains the law for fiscal 2016 and
beyond. So we start planning for some of the most challenging deci-
zions required under sequestration. It would be irresponsible not to

0 S0.

DoD leaders all agree that our preferred force structure levels
can be sustained if DoD receives appropriations at the President’s
budget level over the next 5 years, and I have codified this in writ-
ten guidance to the service secretaries and the service Chiefs. But
Congress, Mr. Chairman, must reverse sequestration in order for
DoD not to plan for these large force structure reductions.
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Next, let me address the balance between readiness, capability,
and capacity in this budget request. After more than a decade of
long, large stability operations, we traded some capacity to protect
readiness and modernize capabilities as we shift to focus on future
requirements shaped by enduring and emerging threats. We have
to be able to defeat terrorist threats and deter adversaries with in-
creasingly modern weapons and technological capabilities.

We must also assure that America’s economic interests, our eco-
nomic interests are protected, they are protected through open sea
lanes, freedom of the skies and space, and deal with one of the
most urgent and real threats facing our Nation today and well into
the future, cyber attacks. That is why we protected funding for
cyber and Special Operations Forces.

For the Active Duty Army, we propose over the next 5 years
drawing down, as I have noted, to about 440- to 450,000 soldiers.
Mr. Chairman, that is less than 10 percent below its size pre—9/11.
We believe this is adequate for future demand and future threats.
We will continue investing in high-end ground capabilities to keep
our soldiers the most advanced, ready, and capable in the world.

Army National Guard and Reserve units will remain a vibrant
part of our national defense and will draw down by about 5 per-
cent. We will also streamline Army helicopter force structures by
reducing the Guard’s fleet by 8 percent. The Active Duty’s fleet will
be cut by around 25 percent. But we will still be able to maintain
and keep these helicopters modernized as we move from a fleet of
seven models to four.

The Navy, for its part, will take 11 ships out of its operational
inventory, but they will be modernized and returned to service with
greater capability and longer life spans. This will also support a
strong defense industrial base. That industrial base, as this com-
mittee knows, itself is a national strategic asset that we must not
allow to let down.

The Marine Corps will continue its planned drawdown to 182,000
but will devote 900 more marines to increased embassy security.
And the Air Force will retire the aging A-10, replacing it with
more advanced multimission aircraft like the Joint Strike Fighter.

Now, Mr. Chairman, regarding compensation reform, taking care
of our people, as we all know you are committed to, we are com-
mitted to, means providing them with both fair compensation as
well as the training and the tools and the edge they will always
need to succeed in battle and return home safely. To meet those ob-
ligations under constrained budgets, we need some modest adjust-
ments to the growth in pay and benefits. All these savings will be
reinvested in training and equipping our troops, and there are no
proposals to change retirement in this budget.

Let me clarify what these compensation adjustments are and
what they are not. First, we will continue to recommend pay in-
creases. They won’t be as substantial as in past years, but they will
continue.

Second, we will continue subsidizing off-base housing costs. The
100 percent benefit of today will be reduced, but only to about 95
percent, and it will be phased in over the next several years.
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Third, we are not shutting down commissaries. We recommend
gradually phasing out some subsidiaries—or subsidies, but only for
domestic commissaries that are not in remote areas.

Fourth, we recommend simplifying and modernizing our three
TRICARE systems by merging them into one TRICARE system,
with modest increases in copays and deductibles for retirees and
family members, and encourage them more fully to use the most
affordable means of care. Active Duty personnel will still receive
care that is entirely free.

The President’s Defense budget supports our defense strategy. It
defends this country, and it keeps our commitments to our people.
However, these commitments will be seriously jeopardized if we
don’t have the funds and the resources to be able to implement
them. My submitted testimony details how sequestration would
compromise that security, and the result would be a military that
could not fulfill its defense strategy, putting at further risk Amer-
ica’s traditional role as a guarantor of global security and ulti-
mately our own security. It is not the military the President, Gen-
eral Dempsey, our leaders and I want. It is not the military you
want. It is certainly not what we want for our future. But it is the
path we are on unless Congress does change the law.

Mr. Chairman, members of the committee, DoD leaders and I
look forward to working with you, all of you, as we make the dif-
ficult choices that are going to be required, difficult choices to con-
tinue to assure America’s security and protect our national inter-
ests. Thank you.

Mr. FRELINGHUYSEN. Thank you, Mr. Secretary.

[The written statement of Secretary Hagel follows:]
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AS PREPARED - EMBARGOED UNTIL DELIVERY

SECRETARY OF DEFENSE CHUCK HAGEL
SUBMITTED STATEMENT TO THE HOUSE APPROPRIATIONS
COMMITTEE - DEFENSE ON THE FY 2015 BUDGET REQUEST FOR
THE DEPARTMENT OF DEFENSE
THURSDAY, MARCH 13, 2014

Chairman Frelinghuysen, Ranking Member Visclosky, members of the committee: thank
you for the opportunity to be here today.

The President’s Fiscal Year 2015 budget submission for the Department of Defense fully
reflects the historic transition taking place as America winds down the longest war in its history.
This is a defining budget that will begin adapting and reshaping our defense enterprise for years
to come.

With this budget, we are repositioning the military for the new strategic challenges and
opportunities that will define our future: new technologies, new centers of power, and a world
that is growing more volatile, more unpredictable, and in some instances more threatening to the
United States. We are also helping navigate through a period of great uncertainty regarding the
future level of resources DoD will have to defend the nation.

1 have no illusions about the fiscal realities facing DoD. It was almost exactly one year
ago that $37 billion in sequestration cuts were imposed for Fiscal Year 2013 — cuts that came on
top of the $487 biilion, ten-year defense spending reductions required by the Budget Control Act
of 2011,

We had to implement this $37 biilion cut in a matter of months while trying to avoid
catastrophic damage to national security. It wasn’t easy, and our people and our mission
suffered for it.

Today, DoD is in a better place as a result of the Bipartisan Budget Act passed in
December 2013. It provided DoD with some relief in this Fiscal Year and for Fiscal Year 2015,
And it gave us much-needed budget certainty for the next fiscal year.

The Bipartisan Budget Act was possible because members of Congress both Republican
and Democrat worked together with this Administration for the greater interests of our country.

But we’re not yet where we need to be. So our partnership must continue.

Under the spending limits of the Bipartisan Budget Act, DoD’s budget is roughly $496
billion in Fiscal Year 2014 — or $31 billion below what the President requested last year. The
law also meant cutting DoD spending in Fiscal Year 2015 to $496 billion, which is $45 billion
less than was projected in the President’s budget request last year. And sequestration-level cuts
remain the law for Fiscal Year 2016 and beyond.

The President’s budget request adheres to Bipartisan Budget Act spending limits for
Fiscal Year 2015. But it is clear that under these limits the military will still face significant
readiness and modernization challenges next year. To close these gaps, the President’s budget
also includes an Opportunity, Growth and Security Initiative, This initiative is a government-
wide proposal that is part of the President’s budget submission. 1t would provide an additional
$26 billion for the Defense Department in Fiscal Year 2015.

These additional funds are paid for with a balanced package of spending cuts and tax
reforms, and would allow us to increase training, upgrade aircraft and weapons systems, and
make needed repairs to our facilities. The money is specifically for bringing unit readiness,
equipment, and facilities closer to standard after the disruptions and large shortfalls of the last
few years. | strongly support the President’s proposal.
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Defense budgets have long included both a one-year budget request, and a five-year plan
that indicates expectations for the future. Over five years, the President’s plan projects $115
billion more in spending than at sequestration levels.

Some have asked why the President continues to request budgets above sequestration
levels. The reason is clear. President Obama and I are not going to ask for a level of funding
that would compromise America’s national security interests. We never would. Continued
sequestration cuts would compromise our national security both for the short- and long-term.

That said, if sequestration returns in Fiscal Year 2016 and beyond, or if we receive
funding levels below the President’s request, we are prepared to specify the cuts we would have
to make, and the risks we would then have to assume. These cuts are detailed in this testimony.

However, the President, the Chairman, and 1 do not expect Congress to push us further
down a path that has clear risks to our national security. Instead, we expect that all of us can
continue working together, as partners, to find a balance... and to assure America’s national
security. If Congress is going to require us to operate under increasingly constrained budgets,
Congress must partner with us so that we can make the right decisions.

The President’s budget matches resources to the updated defense strategy in this year’s
Quadrennial Defense Review (QDR), which builds on the President’s January 2012 Defense
Strategic Guidance. The QDR is not budget-driven; rather, it is resource-informed, defining the
risks assumed under the President’s budget as well as the risks that would be assumed under the
return of sequestration. A QDR that completely ignores fiscal realities would be irrelevant.

The QDR outlines our top strategic priorities, which weighed heavily on the choices
presented in this budget:

¢ Defending the homeland against all threats;
« Building security globally by projecting U.S. influence and deterring aggression; and,
¢ Remaining prepared to win decisively against any adversary should deterrence fail.

By prioritizing DoD’s strategic interests, we will rebalance our military over the next
decade and put it on a sustainable path to protect and advance U.S. interests and America’s
global leadership.

To fulfill this strategy DoD will continue to shift its operational focus and forces to the
Asia-Pacific, sustain commitments to key allies and partners in the Middle East and Europe,
maintain engagement in other regions, and continue to aggressively pursue global terrorist
networks.

As a whole, this budget allows DoD to implement the President’s defense strategy, albeit
with some increased risks, which [ specify later in my festimony.

The reality of reduced resources and a changing strategic environment requires us to
prioritize and make difficult choices. Given the uncertainty about funding levels, our current
five-year plan reduces selected end strengths and forces to levels consistent with sequestration-
level cuts. Those additional reductions could be reversed if funding rises above sequestration
levels. Iexplain this in greater detail later in my testimony. The way we formulated our budget
gives us the flexibility to make difficult decisions based on different fiscal outcomes.

Budget Top-Lines: Balancing Readiness, Capability, and Capacity

Consistent with the strict spending limits of the Bipartisan Budget Act, President Obama
is requesting $495.6 billion for DoD’s Fiscal Year 2015 base budget. Since last year’s plans
expected $541 billion for Fiscal Year 2015, this represents a $45 billion cut. It will allow the
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military to protect U.S. interests and fulfill the updated defense strategy — but with somewhat
increased levels of risk. DoD can manage these risks under the President’s Fiscal Year 2015
budget plan, but risks would grow significantly if sequestration-level cuts return in Fiscal Year
2016, if proposed reforms are not accepted, and if uncertainty over budget levels continues.

In formulating this budget, our priority was balancing readiness, capability, and capacity
~ making sure that whatever size force we have, we can afford to keep our people properly
trained, equipped, compensated, and prepared to accomplish their mission. That's the only
reasonable course under constrained budgets. There’s no point in having a larger military if you
can’t afford to keep it ready and capable.

Accordingly, a little more than two-thirds of DoD’s Fiscal Year 2015 budget —~ $341.3
billion - funds our day-to-day costs, what a business might call their operating budget. These
funds pay for things like fuel, spare parts, logistics support, maintenance, service contracts, and
administration. It also includes pay and benefits for military and civilian personnel, which by
themselves comprise nearly half of the total budget.

The remaining third of our budget ~ $154.3 billion ~ pays for investments in future
defense needs, or what a business might call their capital improvement budget. These funds are
allocated for researching, developing, testing, evaluating, and ultimately purchasing the
weapons, equipment, and facilities that our men and women in uniform need to accomplish their
mission,

Broken down in a more specific way, our budget includes the following categories:

» Military pay and benefits (including health care and retirement benefits) — $167.2
billion, or about 34% of the total base budget.

* Civilian pay and benefits — $77 billion, or about 16% of the total base budget.

* Other operating costs — $97.1 billion, or about 19% of the total base budget.

*» Acquisitions and other investments (Procurement; research, development, testing, and
evaluation; and new facilities construction) — $154.3 billion, or about 31% of the total
base budget.

Those figures do not include funding for Overseas Contingency Operations (OCQ) in
Fiscal Year 2015. Since the Administration is still determining its post-2014 presence in
Afghanistan and the President of Afghanistan has yet to sign the Bilateral Security Agreement,
the President’s budget currently includes a placeholder for DoD’s OCO request, equal to last
year’s request. | appreciate the Congress’s understanding that OCO funding is particularly
important to our service members deployed around the world, and request that it be approved
expeditiously once the President submits his complete OCO funding request for Fiscal Year
2015.

Being More Efficient

But first, asking taxpayers for half a trillion dollars means that DoD must make every
dollar count — particularly under budget constraints. So we’re continuing to find new ways to
use our resources more wisely and strategically, be more efficient, reduce overhead, and root out
waste, fraud, and abuse.

This year, a new package of reforms in these areas ~ the second-largest submitted by this
Administration — produced $18.2 billion in savings for Fiscal Year 2015, and some $93 hillion in
savings through Fiscal Year 2019. This enabled us to make smaller cuts in other areas. Building
on a 20% cut in management headquarters operating budgets - which we began implementing in
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December for the Office of the Secretary of Defense and the Joint Staff, and which the services
and agencies are implementing during the five-year defense plan — this package includes savings
from reducing contractor costs and civilian personnel; terminating or delaying some troubled
weapons and procurement programs in favor of higher priorities; and cutting back on costs at
certain defense agencies. It also includes health care savings that we found by cutting back
lower-priority research projects and construction and by taking advantage of slower growth of
health care costs in the private sector.

We are also continuing to monitor previous years’ initiatives to use our resources more
efficiently, as well as making progress toward auditability on our financial statements. DoD
remains committed to becoming fully audit-ready by 2017, and to achieving audit-ready budget
statements by this September. This is an ambitious goal for an organization of our size and
complexity, and there is still much more work to do. But we are making real progress. Several
DoD organizations have achieved important, positive audit results. Last year, for example, the
Marine Corps became the first military service to receive an unqualified audit opinion — in this
case for the current year of its budget statement.

In addition to these efforts, we must take a serious fook at responsible procurement and
acquisition reforms that will further increase the buying power of defense dollars. This is
particularly important if we're going to protect investments in modernized capabilities, DoD
officials are already working closely with Congressional efforts to go over defense acquisition
and procurement laws line-by-line, and we hope to start implementing legislative reforms as
soon as this year.

No reasonable discussion of allocating our resources more efficiently can avoid the need
to reduce excess facilities. With this submission, we are asking you to authorize a round of Base
Realignment and Closure (BRAC) to begin in Fiscal Year 2017.

[ understand Congress” concerns about BRAC, including your desire to reduce overseas
infrastructure first and your frustrations with BRAC 2005, That’s why this round will be focused
on finding savings rather than reorganization and will feature a rapid payback of up-front costs,
and why DoD will continue to reduce overseas infrastructure.

But we must also divest ourselves of excess domestic facilities, and BRAC is the most
responsible path. I am mindful that Congress has not agreed to our BRAC requests of the last
two years, but if Congress continues to block these requests while reducing the overall budget,
we will have to consider every tool at our disposal to reduce infrastructure. We can’t keep
financing overhead that we don’t need, because we're taking that money away from areas that
we do need. The more we delay now, the more we’il have to spend later on unneeded
installations instead of on training, equipping, and compensating our people — robbing our troops
of the resources they need to be able to fight and win decisively when we send them into harm’s
way.

Congress and DoD must work together as partners to make these decisions wisely —
because no matter what, we must reduce force structure and end strength in order to sustain a
ready and capable force under constrained budgets.

Sustaining a Ready and Capable Force - Now and in the Future

This is the lesson of every defense drawdown over the past 70 years. Whether after
World War 11, Korea, Vietnam, or the Cold War, the U.S. military retained more force structure
than it could afford to properly train, maintain, and equip — giving too much weight to capacity
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over readiness and capability. Because readiness and modernization were sacrificed, it took
much more money for the military to recover and be sufficiently trained and equipped to perform
assigned missions. And conflict ultimately did resurface.

We can’t afford to repeat those mistakes, which is why we decided to trade some capacity
for readiness and modernized capabilities, in order to ensure that our military will be well-trained
and supplied in arms and equipment. All of our force structure decisions were made strategically
— protecting investments in the forces that would be uniquely suited to the most likely missions
of the future, and minimizing risk in meeting the President’s defense strategy.

Our decisions for investing in a modernized and capable future force were made ina
similar way. With the proliferation of more advanced military technologies and other nations
pursuing comprehensive military modernization, we are entering an era where American
dominance on the seas, in the skies, and in space — not to mention cyberspace — can no longer be
taken for granted. Because it is essential for deterring aggression, and because the risk of failure
against those potential adversaries would be far greater than against any others, the President’s
budget puts a premium on rapidly deployable, self-sustaining platforms that can defeat more
technologically advanced adversaries.

Sustaining these critical investments under restrained budgets required setting strategic
priorities and making difficult tradeoffs. That’s why each service’s budget allocations were
made based on strategy and with the goal of maintaining balance in the readiness, capability, and
capacity of the force.

Army: (24% of the President’s Fiscal Year 2015 budget)

The Army’s $120.3 billion will support 32 active-duty brigade combat teams in Fiscal
Year 2015, Since we are no longer sizing the force for large and prolonged stability operations,
the Army will accelerate the pace and increase the scale of its post-war drawdown — reducing by
13%, from about 520,000 soldiers to a range of 440,000-450,000 active-duty soldiers instead of
490,000. To maintain a balanced force, the Army National Guard and Reserves will also draw
down, but by a smaller percentage and by a smaller amount than the active Army — reducing by
an average of 5%, from about 355,000 Guardsmen and 205,000 Reservists to 335,000
Guardsmen and 195,000 Reservists.

Analysis conducted by the QDR indicated that under the President’s budget, the U.S.
military’s resulting post-war ground force will be sufficient to meet the updated defense strategy:
capable of decisively defeating aggression in one major combat theater ~ as it must be — while
also defending the homeland and supporting air and naval forces engaged in another theater.

In terms of capabilities, we chose to terminate and reevaluate alternative options for the
Army’s Ground Combat Vehicle program, which had become too heavy and needed an infusion
of new technology. The Army will also streamline its helicopter force from 7 to 4 airframes.
Aging Kiowa helicopters and older training helicopters will be retired and replaced with more
advanced Apache helicopters that will move from the National Guard to the active force, In
return, the Guard will receive much more versatile Blackhawk helicopters, which are not only
critical for warfighting, but also more apt for the missions the Guard conducts most frequently,
such as disaster relief and emergency response.

The past decade of war has clearly shown that Apaches are in high demand. We need to
put the Apaches where they will be ready to deploy fast and frequently when they’re needed.
This decision will also help the Guard’s helicopter force more closely adhere to state and federal
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requirements for homeland defense, disaster relief, and support to civil authorities while still

serving as an important operational and strategic complement to our active-duty military. The
Guard’s helicopter fleet would only decline by 8% compared to the active Army’s decline by
25%, and the overall fleet will be significantly modernized under the President’s budget plan.

In making these difficult decisions on the Guard and Reserves, we affirmed the value of a
highly capable reserve component, while keeping the focus on how our military can best meet
future demands given fiscal constraints. We made choices based on strategic priorities, clear
facts, unbiased analysis, and fiscal realities... and with the bottom line focus on how best we can
defend the United States.

Navy and Marine Corps: (30% of the President’s Fiscal Year 20135 budget)

The Navy and Marine Corps are allocated $147.7 billion for Fiscal Year 2015. The
Navy’s $124.9 billion will support a fleet approaching 300 ships and some 323,600 active-duty
sailors, as well as help preserve the fleet’s modernization programs. The President’s budget plan
protects our investments in attack submarines, guided missile destroyers, and afloat staging bases
- all of which we will need to confront emerging threats. Specifically:

o Virginia-class Attack Submarines: We are requesting $5.9 billion for FY 2015, and
$28 billion over the FYDP, to support buying two submarines a year through FY
2019.

¢ DDG-31 Guided Missile Destroyers: We are requesting $2.8 billion for FY 2015, and
$16 billion over the FYDP, to support buying two DDG-51 destroyers a year through
FY 2019. This will grow our destroyer inventory from 62 at the end of FY 2014 to
71 (68 DDG-51s, 3 DDG-1000s) at the end of FY 2019.

« Afloat Forward Staging Bases: We are requesting $613 million over the FYDP to
support buying one afloat forward staging base between now and FY 2019.

o Aircraft Carriers: The President’s budget plan enables us to support 11 carrier strike
groups, including the U.S.S. George Washington and its carrier air wing. 1f we
receive the President’s funding levels through FY 2019, we will keep the George
Washingion in the fleet and pay for its nuclear refueling and overhaul. We are
requesting $2 billion in FY 2015 and $12 billion over the FDYP to support
completion of the Gerald Ford, construction of the John F. Kennedy, and initial
procurement of the next carrier.

o [-35 Joint Strike Fighter: The Department of the Navy is acquiring two F-35 variants
- the Navy carrier-based variant, the F-35C, and the Marine Corps short-take-off-and-
vertical-landing variant, the F-35B. The Navy is requesting $3.3 billion for eight
aircraft in FY 2015 (two F-35Cs and six F-35Bs), and $22.9 billion for 103 aircraft
over the FYDP.

Again, trade-offs were required to prioritize those investments under current budget
constraints, In order to help keep its ship inventory ready and modern at reduced budget levels,
half of the Navy’s cruiser fleet — or eleven ships — will be placed in a long-term phased
modernization program that will eventually provide them with greater capability and a longer
lifespan. This approach to modernization enables us to sustain our fleet of cruisers over the long
term, which is important because they’re the most capable ships for controlling the air defense of
a carrier strike group.
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Despite preserving the fleet’s modernization programs and providing for increases in ship
inventory over the next five years, I am concerned that the Navy is relying too heavily on the
Littoral Combat Ship (LCS) to achieve its long-term goals for ship numbers,

The LCS was designed to perform certain missions — such as mine sweeping and anti-
submarine warfare — in a relatively permissive environment. But we need to closely examine
whether the LCS has the independent protection and firepower to operate and survive against a
more advanced military adversary and emerging new technologies, especially in the Asia Pacific.
If we were to build out the LCS program to 52 ships, as previously planned, it would represent
one-sixth of our future 300-ship Navy. Given continued fiscal constraints, we must direct future
shipbuilding resources toward platforms that can operate in every region and along the full
spectrum of conflict.

Therefore, no new contract negotiations beyond 32 ships will go forward., With this
decision, the LCS line will continue beyond our five-year budget plan with no interruptions.
Additionally, at my direction, the Navy will submit alternative proposals to procure a capable
and lethal small surface combatant, generally consistent with the capabilities of a frigate. I've
directed the Navy to consider a completely new design, existing ship designs, and a modified
LCS. These proposals are due to me later this year in time to inform next year’s budget
submission.

While these decisions still keep the Navy on track for a 300-ship inventory by 2019,
finding the money required to modernize older ships and buy new ones will depend on the
Navy’s success in its aggressive and ambitious plans to reduce acquisitions costs and use
available resources more efficiently, particularly in the acquisition of contracted services. My
office will be keeping a close eye on these efforts.

The Marine Corps’ $22.7 billion will support 182,700 Marines, including about 900
more Marines devoted to increased security at embassies around the world. It will also support a
geographically-distributed force posture in the Asia-Pacific, which will be critical as we continue
rebalancing to the region.

Air Force: (28% of the President’s Fiscal Year 2015 budget)

The Air Force is allocated $137.8 billion in Fiscal Year 2015. We chose to protect
funding for advanced systems most relevant to confronting threats from near-peer adversaries —
including the F-35 Joint Strike Fighter, the new Long Range Strike Bomber, and the KC-46
refueling tanker. These platforms will be critical to maintaining aerial dominance against any
potential adversaries for decades to come. Specifically:

e F-35 Joint Strike Fighter: We are requesting $4.6 billion for 26 aircraft in FY 2015,
and $31.7 billion for 238 aircraft over the FYDP,

» Long Range Strike Bomber: We are requesting $900 million for development funds
in FY 2015, and $11.4 billion over the FYDP.

e KC-46 Tanker: We are requesting $2.4 billion for seven aircraft in FY 2015, and
$16.5 billion for 69 aircraft over the FYDP,

Because we believe research and development is essential to keeping our military’s
technological edge, the President’s budget also invests $1 billion through Fiscal Year 2019 ina
promising next-generation jet engine technology, which we expect to produce improved
performance and sizeable cost-savings through less fuel consumption. This new funding will
also help ensure a robust industrial base — itself a national strategic asset.
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Protecting these investments required trade-offs. In the next five years, in order to free
up funding to train and maintain no less than 48 squadrons, the Air Force plans to reduce the
number of active-duty personnel from 328,000 airmen at the end of Fiscal Year 2014 to 309,000
airmen by the end of Fiscal Year 2019. The Air Force will also retire the 50-year-old U-2 in
favor of the unmanned Global Hawk system, slow the growth in its arsenal of armed unmanned
systems, and phase out the aging A-10 fleet.

The A-10 “Warthog™ is a venerable platform, and this was a tough decision, Butitisa
40-year-old single-purpose airplane originally designed to kill enemy tanks on a Cold War
battlefield. It cannot survive or operate effectively where there are more advanced aircraft or air
defenses. And as we saw in Iraq and Afghanistan, the advent of precision munitions means that
many more types of aircraft can now provide effective close air support, from multirole fighters
to B-1 bombers to remotely piloted aircraft, which can all execute more than one mission.
Moreover, the A-10°s age is making it much more difficult and costly to maintain. Analysis
showed that significant savings were only possible through eliminating the entire support
apparatus associated with the aircraft. Keeping a smaller number of A-10s would only delay the
inevitable while forcing worse trade-offs elsewhere.

Defense-Wide: (18% of the President’s Fiscal Year 2015 Budget)

The remaining share of the budget — about $89.8 billion — is allocated for organizations
across the Department of Defense.

For Fiscal Year 20135, this includes more than $7.5 billion for the Missile Defense
Agency, which is critical for defending our homeland and reassuring our European allies. This
funding will enable DoD to increase the number of Ground-Based Interceptors and make
targeted investments in additional defensive interceptors, discrimination capabilities, and
sensors. The budget continues to support the President’s schedule for the European Phased
Adaptive Approach.

Since special operations forces play a key role in counterterrorism, crisis response, and
building partner capacity, the President’s budget for Fiscal Year 2015 allocates $7.7 billion for
Special Operations Command. This is equal to what we requested last year, a 10% increase over
what Congress appropriated for Fiscal Year 2014, and will support a special operations force of
69,700 personnel.

The President’s Fiscal Year 2015 budget increases cyber funding to $5.1 billion and
maintains funding for intelligence agencies and other support activities. Through funds allocated
to the Navy and the Air Force, the President’s budget also preserves all three legs of the nuclear
triad and funds important investments to ensure a safe, secure, and effective nuclear deterrent.

Compensation Reform & Structural Adjustments to Some In-Kind Benefits

For all the money that goes into maintaining a modernized and capable force, people are
the core of our military. In this era of constrained budgets, ensuring that our people are properly
trained, equipped, prepared, and compensated requires looking at difficult trade-offs and making
some difficult choices. Compensation adjustments were the last thing we looked at, because you
take care of your people first.

While Congress has taken a few helpful steps in recent years to control the growth in
compensation spending, we must do more. At this point, given the steps we’ve already taken to
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reduce civilian personnel costs in compliance with Congressional direction, no realistic effort to
find further significant savings - savings needed to close serious shortfalls in training,
maintenance, and equipment — can avoid dealing with military compensation... That includes
pay and benefits for active and retired troops, both direct and in-kind.

We could reduce overall payroll spending by further reducing the total number of people
in uniform. But since too small a force adds too much risk to our national security, we must also
address the growth in pay and benetits for service members so that we can afford to provide
them with the training and tools they need to successfully accomplish their missions and return
home safely.

Since 2000, Congress has in some cases boosted pay increases above the levels requested
by the Department of Defense. Benefits were added and increased by more than what most
active-duty personnel sought, expected, or had been promised when joining the military.
Congress also added a new health care benefit and approved DoD proposals to increase housing
allowances. Asa U.S. Senator | supported such proposals. it was the right thing to do at the
time, given the burdens being placed on our service members, the military's recruiting and
retention challenges, and the fact that we had few constraints on defense spending.

But today DoD faces a vastly different fiscal situation — and all the services have
consistently met recruiting and retention goals. This year we're concluding combat operations in
America’s longest war, which has lasted 13 years. Now is the time to consider fair and
responsible adjustments to our overall military compensation package.

America has an obligation to make sure service members and their families are fairly and
appropriately compensated and cared for during and after their time in uniform. We also have a
responsibility to give our troops the finest training and equipment possible — so that whenever
America calls upon them, they are prepared with every advantage we can give them so that they
will return home safely to their families. The President’s budget fulfills both of these promises
to our service members and their families by making several specific proposals.

Basic Pay Raises

For Fiscal Year 2015 we are requesting 1% raise in basic pay for military personnel —
with the exception of general and flag officers, whose pay will be frozen for a year, Basic pay
raises in future years will be similarly restrained, though raises will continue.

DoD rightfully provides many benefits to our people; however, finding the money to
meet these commitments while protecting training and readiness under tighter budgets will
require a few structural adjustments to three of them — housing, commissaries, and TRICARE.

Housing

In the early 1990s, DoD covered only about 80% of service members’ total off-base
housing costs. Since then, we increased that rate to 100%.

To adequately fund readiness and modernization under constrained budgets, we need to
slow the growth rate of tax-free basic housing allowances (BAH) until they cover about 95% of
the average service member’s housing expenses. We would also remove renters’ insurance from
the benefit calculation.

This change will happen over several years, to ensure that our people have time to adjust
to it. And, in order to ensure that military personnel don’t have to pay mote out-of-pocket after
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they’ve signed a lease, a service member’s allowance won’t be adjusted until they’ve moved to a
new location. This means that no one currently living in a particular area will see their housing
allowances actually decrease; only service members moving into the area will receive the lower
rate, which is what already happens under the current rules when housing market prices go
down.

To account for geographic differences in housing costs, we will also design this
adjustment to cnsure that all service members in the same pay grade have identical out-of-pocket
costs. That way, once the overall change has been fully phased-in for all personnel, service
members in the same pay grade but living in different areas would end up paying the same dollar
amount toward their housing costs — and they’ll know exactly how much that will be so that they
can make informed decisions and trade-offs in their own budgets.

All of these savings will be invested back into the force, to help keep our people trained
and equipped so they can succeed in battle and return home safely to their families.

Commissaries

There’s no doubt that commissaries provide a valued service to our people, especially
younger military families and retirecs. For this reason, we’re not directing any commissaries to
close.

Like our base exchanges, commissaries currently do not pay rent or taxes. That won’t
change under any of our proposals. But unlike base exchanges, commissaries also receive $1.4
billion in direct subsidies each year. In order to adequately fund training and readiness under
constrained budgets, we need to gradually reduce that subsidy by $1 billion (about two-thirds)
over the next three years.

Stateside commissaries have many private-sector competitors, and it’s not unreasonable
for them to operate more like a business. Since commissaries still operate rent-free and tax-free,
they will still be able to provide a good deal to service members, military families, and retirees as
long as they continue to shop there. Going forward, only commissaries overseas or in remote
U.S. locations would continue receiving direct subsidies, which, for example, not only helps pay
to ship U.S. goods to bases overseas, but also helps those who either may not have the option of
a local grocery store or are stationed where food prices may be higher.

TRICARE

In recent years, Congress has permitted DoD to make some changes that slow the growth
in military health care costs; however, these costs will continue to grow, and we need to slow
that growth in order to free up funds for training and readiness. So we need to make some
additional smart, responsible adjustments to help streamline, simplify, and modernize the system
while encouraging affordability.

Merging three of our TRICARE health plans for those under 65 — Prime, Standard, and
Extra — into a single, modernized health plan will help us focus on quality while reducing
complexity and administrative costs. The new plan would adjust co-pays and deductibles for
retirees and some active-duty family members in ways that encourage TRICARE members to
use the most affordable means of care, such as military treatment facilities and preferred
providers.

10
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Some important features of the military health care system will not change. The scope of
benefits will not change, and we will continue to distinguish between in-network and out-of-
network care. Active-duty personnel will still receive health care that is entirely free — that’s the
promise we make when they sign up, and it’s a promise we intend to keep. Medically retired
personnel and survivors of those who died on active duty will continue to be treated favorably,
with no participation fees and lower co-pays and deductibles. And DoD will continue to support
our programs for wounded wartiors.

With the TRICARE single health plan, active-duty family members and retirees under
age 65 will be able to save more money by using military treatment facilities (MTF) if they’re
close to home, which are often under-used. More than 90% of active-duty service members and
their families live within an MTF’s 40-mile-radius service area. For families of active-duty
service members stationed far away from MTFs, such as recruiters, all their care will continue to
be considered “in-network™ even if there are no network care providers in their remote location.

Under this proposal, the share of costs borne by retirees will rise from about 9% today to
about 11% — still a smaller cost share than the roughly 25% that retirees were paying out-of-
pocket when TRICARE was initially set up in the 1990s. And while we will ask retirees and
some active~-duty family members to pay modestly more, others may end up paying less.
Overall, everyone’s benefits will remain substantial, affordable, and generous — as they should
be.

Given these proposed efforts to modernize and simplify TRICARE for retirees under age
65, we will not resubmit last year’s request for sharp increases in enrollment fees for these
retirees.

For retirees who are old enough to use Medicare and who choose to have TRICARE as
well — what we call TRICARE-For-Life (TFL) — we would ask new members to pay a little bit
more as well. Since TFL coverage currently requires no premium or enrollment fee, DoD again
proposes a small per-person enroliment fee equal to 1% of a retiree’s gross retirement pay up to a
maximum of $300 per person — comparable to paying a monthly premium of no more than $25.
For retired general and flag officers, the maximum would be $400 per person. Current TFL
members would be grandfathered and exempted from having to pay enrollment fees. Even with
this small enroliment fee, TFL members will still have substantial, affordable, and generous
benefits — saving them thousands of dollars a year compared to similar coverage supplementing
Medicare.

Congress has taken helpful steps in the past, authorizing adjustments to the TRICARE
pharmacy co-pay structure and initiating a pilot program for TFL members to refill prescriptions
for maintenance medications (such as those that treat high blood pressure and high cholesterol)
by mail order. These are good practices that we must now build upon in order to better
encourage more TRICARE members to use generics and mail-order prescriptions, which help
save the most money. Under our plan, MTFs will continue filling prescriptions without charging
a co-pay, while all prescriptions for long-term maintenance medications will need to be filled
either at MTFs or through the TRICARE mail order pharmacy. To ensure that our people aren’t
caught off-guard and have time to make the necessary adjustments, our plan would be slowly
phased in over a 10-year period.

As with our structural adjustments to housing and commissaries, all these savings will go
toward providing our people with the tools and training they need in order to fight and win on the
battlefield and return home safely to their families.

11
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Military Retirement

Our proposals do not include any recommended changes to military retirement benefits
for those now serving in the Armed Forces. Because military retirement is a complex and long-
term benefit, it deserves special study. Therefore, we are working with and waiting for the
results of the Military Compensation and Retirement Modernization Commission, which is
expected to present its report in February 2015, before pursuing reforms in that area. But DoD
continues to support the principle of “grandfathering” for any future changes to military
retirement plans.

Why Now

DoD’s military and civilian leaders conducted substantial analysis to arrive at our
proposed package of compensation adjustments. We concluded that, even after we make these
changes and slow the growth in military compensation, we will still be able to recruit and retain a
high-quality force and offer generous, competitive, and sustainable benefits.

These proposed compensation adjustments will be phased in over time, but they must
begin now because budget limits are already in place. If we wait, we would have to make even
deeper cuts to readiness or force structure in order to comply with the budget caps that Congress
has passed into law. We must be able to free up funds in order to provide our men and women in
uniform with the tools and training they need to succeed in battle and return home safely to their
families. Sustaining a well-trained, ready, agile, motivated, and technologically superior force
depends on it.

To be clear, our proposals were carefully crafted to reform military compensation in a
fair, responsible, and sustainable way, making the most modest adjustments we could afford.

We took a holistic approach to this issue, because continuous piecemeal changes will only
prolong the uncertainty and create doubts among our personnel about whether their benefits will
be there in the future,

We recognize that no one serving our nation in uniform is overpaid for what they do for
our country. But if we continue on the current course without making these modest adjustments
now, the choices will only grow more difficult and painful down the road. We will inevitably
have to either cut into compensation even more deeply and abruptly, or we will have to deprive
our men and women of the training and equipment they need to succeed in battle. Either way,
we would be breaking faith with our people. And the President and I will not allow that to
happen.

We're also recommending freezing generals” and admirals’ pay for one year. Andas I've
already announced, I'm cutting the budget of the Office of the Secretary of Defense by 20%.

The Joint Staff, the Service Chiefs, and the Combatant Commanders are cutting their
management headquarters operating budgets by 20% as well. We’re also continuing to focus on
acquisition reform and asking for another round of authority for Base Realignment and Closure.

Risks in The President’s Budget

"ve outlined the funding levels we need and the decisions we had to make to stay within
the limits agreed to in the Bipartisan Budget Act. They add some risks to our defense strategy,
but manageable ones.

12
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Over the near-term, because of budget limitations even under the Bipartisan Budget Act
and after 13 years of war, the military will continue to experience gaps in training and
maintenance — putting stress on the force and limiting our global readiness even as we sustain a
heightened alert posture in regions like the Middle East and North Africa, The President’s
Opportunity, Growth, and Security Initiative would provide an additional $26.4 billion to DoD
and would allow us to make faster progress in restoring and sustaining readiness — significantly
mitigating this risk by closing these near-term gaps in readiness and modernization.

This Opportunity, Growth, and Security Initiative is not a wish list of “unfunded
priorities” or “unfunded requirements” — the government-wide Initiative is fully paid-for, and for
DoD, this money is specifically intended to bring unit readiness, equipment, and facilities closer
to standard after the disruptions and shortfalls of the last few years. Each service receives a
share of this funding. For example:

s The Army’s share would go toward additional training and increasing its investment
in Blackhawk helicopters.

o The Navy’s share would go toward aviation depot maintenance and logistics and
increasing its investment in P-8 Poseidon, E-2D Hawkeye, and Joint Strike Fighter
aircraft.

¢ The Marine Corps’ share would go toward unit-level training and increasing its
investment in the H-1 and KC-130 aircraft.

» The Air Force’s share would go toward additional readiness and training range
support and increasing its investment in F-35, C-130J, and MQ-9 Reaper aircraft.

* Across the services, DoD would be able to increase funding needed for military
construction and facilities repair and maintenance.

We also face the risk of uncertainty in a dynamic and volatile security environment.
Budget reductions inevitably reduce the military’s margin of error in dealing with these risks, as
other powers are continuing to modernize their weapons portfolios, to include anti-air and anti-
ship systems. And a smaller force strains our ability to simultaneously respond to more than'one
major contingency at a time. But with the President’s budget, our military will still be able to
defeat any aggressor.

Sequestration’s Effect on Programs and Risk

However, if sequestration-level cuts are re-imposed in Fiscal Year 2016 and beyond, if
our reforms are not accepted, or if uncertainty on budget levels continues, our analysis has
shown that we would have to make unavoidable decisions that would significantly increase those
risks. As I’ve made clear, the scale and timeline of continued sequestration-level cuts would
require greater reductions in the military's size, reach, and margin of technological superiority.

At a minimum, we would be forced to draw down the active Army to 420,000 soldiers,
the Army Guard to 315,000 soldiers, and the Army Reserve to 185,000 soldiers. We would also
have to draw down the Marine Corps to 175,000 Marines, and retire a 25-year-old aircraft carrier
—the U.S.S. George Washington ~ and her carrier air wing ahead of her scheduled nuclear
refueling and overhaul. Keeping the George Washington and her carrier air wing in the fleet
would cost $6 billion over the FYDP.

This budgeting process has been marked by uncertainty and irregularity, with changes to
our spending assumptions that came late in the process — including congressional action on a
Bipartisan Budget Act that provided a new level of spending for Fiscal Year 2015, We also face

13
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the reality that sequestration remains the law of the land beginning in Fiscal Year 2016. Asa
result, I chose to be conservative in my direction to the military services for this budget
submission and directed them to first plan in detail for sequestration-level funding.

Even though the five-year budget plan submitted along with the President’s budget
request assumes $115 billion more than sequestration-level funding, in its later years we have
programmed for sequestration-level force sizes for the active duty Army, Army Guard and
Reserve, and Marine Corps end-strength, as well as for carrier strike groups. It takes time to plan
and execute a successful drawdown that preserves capability in the process. Past drawdowns
have reduced force structure too fast with too little planning. The resulting problems required
significant amounts of time and money to fix.

DoD leaders have assessed that our desired force levels - 440,000-450,000 for the Active
Army, 195,000 for the Army Reserve, 335,000 for the Army Guard, 182,000 for the Marine
Corps, and 11 carrier strike groups — are sustainable over the long term at the President’s budget
level. Therefore, Fiscal Year 2016 will be a critical inflection point. DoD will be looking for a
signal from Congress that sequestration will not be imposed in Fiscal Year 2016 and the budget
levels projected in this five-year plan will be realized. If that happens, we will submit a budget
that implements our desired force levels. I have given the military leadership formal guidance
that documents these levels.

The bottom line is that if Congress indicates it will build on the precedent of the
Bipartisan Budget Act and provide relief from sequestration by appropriating at five-year
funding levels equal to those in the President’s budget, we will not need to take end strength
down to those lowest levels or decommission the George Washington.

But if we don’t get some clarity in our future funding, we will have to start implementing
those changes. And if sequestration-level cuts are re-imposed in 2016 and beyond, we would
have to make many other cuts not only to force structure, but also to modernization and readiness
— all in addition to making the changes proposed in the President’s Fiscal Year 2015 budget plan.
That means fewer planes, fewer ships, fewer troops, and a force that would be under-trained,
poorly-maintained, and reliant on older weapons and equipment;

e The Army, in addition to shrinking the active-duty force to 420,000 soldiers and the
Guard and Reserves to lower levels, would have 50 fewer Light Utility Helicopters in
the Guard force.

e The Navy, in addition to retiring the U.S.S. George Washington and her carrier air
wing, would have to immediately lay up six additional ships, defer procurement for
one submarine, and buy two fewer F-35Cs and three fewer DDG-51 guided missile
destroyers between Fiscal Year 2015 and Fiscal Year 2019. The Navy would
ultimately have 10 fewer large surface combatants than would be expected under the
President’s funding levels.

* The Marine Corps, as mentioned, would have to shrink to 175,000 Marines, While
we would still devote about 900 Marines to increased embassy security around the
world, this reduction would entail some added risk for future contingencies as well as
sustaining the Marines” global presence.

» The Air Force would have to retire 80 more aircraft, including the entire KC-10
tanker fleet and the Global Hawk Block 40 fleet, as well as slow down purchases of
the Joint Strike Fighter — resulting in 15 fewer F-35As purchased through Fiscal Year
2019 — and sustain 10 fewer Predator and Reaper 24-hour combat air patrols. The Air

14
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Force would also have to take deep cuts to flying hours, which would prevent a return
to adequate readiness levels.

* Across DoD, operation and maintenance funding — an important element of the
budget that supports readiness — would grow at only about 2% a year under
sequestration compared to about 3% a year under the President’s budget. This will
hamper or even prevent a gradual recovery in readiness. Funding for research,
development, testing, and evaluation would decline by 1.3% a year under
sequestration instead of increasing by 1.6% under the President’s budget. And there
would be no recovery in funding for military facilities repairs and construction.

Although future changes in the security environment might require us to modify some of
these specific plans, the strategic impacts are clear. Under the funding levels that the President
and [ are asking for, we can manage the risks. Under a return to sequestration spending levels,
risks would grow significantly, particularly if our military is required to respond to multiple
major contingencies at the same time.

Our recommendations beyond Fiscal Year 2015 provide a realistic alternative to
sequestration-level cuts, sustaining adequate readiness and modernization most relevant to
strategic priorities over the long-term. But this can only be achieved by the strategic balance of
reforms and reductions the President and [ will present to the Congress next week. This will
require the Congress to partner with the Department of Defense in making politically difficult
choices.

Our Shared National Interest

Formulating this budget request took courage on the part of many involved in the
decision-making process — from the Joint Chiefs to the President. It required new ways of
thinking about both short-term and long-term challenges facing our country.

I look forward to working with the Congress to find the responsible ground of protecting
America’s interests with the required resources.

As we all know, these challenges and choices before us will demand moral and political
courage on the part of everyone who has a stake in our national security and our national
leadership. They will demand leadership that reaches into the future without stumbling over the
present. Now is the time to summon that leadership — not for any one specific interest, but for
our shared national interest.

[ appreciate this opportunity to discuss the President’s Fiscal Year 2015 budget request
for the Department of Defense, and I look forward to your questions.

Mr. Chairman, thank you.

#HH
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SUMMARY STATEMENT OF GENERAL DEMPSEY

Mr. FRELINGHUYSEN. General Dempsey, good morning.

General DEMPSEY. Good morning, Mr. Chairman.

Mr. FRELINGHUYSEN. Thank you for being with us on behalf of
the entire committee.

General DEMPSEY. Thank you, Chairman, Ranking Member Vis-
closky, other distinguished members of this committee. I appreciate
the opportunity to be back here this year to discuss the Defense
budget for 2015.

Before I do, let me comment that I do remain deeply engaged in
our efforts to support the diplomatic approach to the resolution of
the crisis in Ukraine. I have engaged with our NATO allies, and,
as the Secretary mentioned, I have spoken several times with my
Russian counterpart, and I have urged continued restraints in the
days ahead in order to preserve room for that diplomatic solution.
We will continue to maintain that line of communication.

I have also recently returned from Afghanistan where I went to
gain firsthand appraisals from our leaders and commanders on the
ground. As always, I left there inspired. They remain fully engaged
on the missions that we have set before them. We will be prepared
to support a variety of options over the next several months as our
relationship with Afghanistan moves forward. This includes, of
course, the option to draw down our forces there by the end of the
year if that is the decision made by our elected leaders.

While 2015 remains uncertain in Afghanistan, our joint and
NATO team has much work to do this year, and they are ready for
it. Russia’s recent actions remind us that the world today remains
unpredictable, complex, and quite dangerous. We can’t think too
narrowly about future security challenges, nor can we be too cer-
tain that we will get it right. At the same time, the balance be-
tween our security demands and our available resources has rarely
been more delicate, and that brings me to the budget.

I want to add my appreciation to Under Secretary Hale for his
many years of service to the Department and to our Nation and for
getting us to this budget.

Secretary Hagel has walked you through the major components
of the budget. In my view, this budget is a pragmatic way forward
that balances, as best it can, our national security and our fiscal
responsibilities. It provides the tools for today’s force to accomplish
the missions we have been assigned, rebuilding readiness, by the
way, in areas that were by necessity deemphasized over the last
decade. It modernizes the force for tomorrow, ensuring that we are
globally networked and that we can continue to provide options for
the Nation, and it reflects in real terms how we are reducing our
cost of doing business and working to ensure that the force is in
the right balance.

As a whole, this budget helps us to remain the world’s finest
military, modern, capable, and ready, even while transitioning to
a smaller and more affordable force. But as I said last year, we
need time, we need certainty, and we need flexibility to balance the
institution to allow us to meet the Nation’s needs for the future.

The funds passed by this Congress in the bipartisan budget
agreement allow us to buy back some of our lost readiness and con-
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tinue to make responsible investments in the Nation’s defense. It
doesn’t solve every readiness shortfall, it is not a long-term solution
to sequestration, but it does give us a measure of near-term relief
and stability.

The Joint Chiefs and I will never end our campaign to find every
possible way to become more effective. We will do things smarter
and more efficiently, more in line with the sorts of security chal-
lenges that we face today and in line with fiscal reality. We will
seek innovative approaches as an imperative not just in technology,
but also in how we develop leaders, aggregate and disaggregate our
formations, and work with our partners. And we will improve, we
will have to, how we buy weapons and goods and services. And we
will invest deeper in developing leaders of consequence at every
level, men and women that are both competent in character, who
are good stewards of the special trust and confidence given to us
by the American people, our fellow citizens.

But we have infrastructure that we don’t need, and, with your
support, we ought to be able to divest. We have legacy weapons
systems that we can’t afford and, with your support, that we ought
to be able to retire. We have personnel costs that have grown at
a disproportionate rate, and which we ought to be able to slow the
rate in the way that makes the All-Volunteer Force more sustain-
able over time. If we don’t move toward a sounder way to steward
our Nation’s defense, we face unbalanced cuts to readiness and
modernization, and these imbalances ultimately make our force
less effective than the Nation needs it to be.

We really can’t ignore this. Kicking the can will set up our suc-
cessors for an almost impossible problem. We have to take the long
view here. I know these issues weigh heavily on the minds of our
men and women in uniform, on their families, and on you. Our
force is extraordinarily accepting, by the way, of change. They are
less understanding of uncertainty in piecemeal solutions. They
want and they deserve predictability.

I support the Quadrennial Defense Review in this budget. To be
clear, we do assume higher risks in some areas, risks that I have
conveyed in my assessment of the QDR. Under certain cir-
cumstances we could be limited by capability, capacity or readiness
in the conduct of an assigned mission. I expect that we will have
more difficult conventional fights, we will rely increasingly on allies
and partners, and our global responsibilities will have to be placed
in balance with our available resources.

If sequestration-level cuts return in 2016, or if we can’t make
good on the promises embodied in the QDR, then the risks will
grow, and the options we can provide the Nation will shrink. That
is a gamble none of us should be willing to take, because it is our
soldiers, sailors, airmen, marines, and coastguardsmen, America’s
sons and daughters who will face tomorrow’s challenges with what-
ever strategy, whatever structure, and whatever resources we pro-
vide today.

Our most sacred obligation is to make sure that we never send
them into a fair fight, which is to say they must continue to be the
best led, the best trained, and the best equipped force on the plan-
et. That objective has been a fundamental guiding principle as this
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budget was prepared, and is one to which the Joint Chiefs and I
remain absolutely committed.

Mr. Chairman, members of this committee, thank you for your
support and commitment to our men and women in uniform, and
on their behalf, I stand ready to answer your questions.

Mr. FRELINGHUYSEN. Thank you, General Dempsey.

[The written summary of General Dempsey follows:]
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Chairman Frelinghuysen, Representative Visclosky, and distinguished
members of this Committee, it is my privilege to report to you on the state of
America’s Armed Forces, our accomplishments over the last year, the

opportunities and challenges ahead, and my vision for the future force.

We are in our Nation’s thirteenth year at war. I am extremely proud to
represent the men and women of our Armed Forces, Volunteers all, they

represent America at its very best.

It is these Soldiers, Sailors, Airmen, Marines, and Coast Guardsmen -~
America’s sons and daughters - who will face tomorrow’s challenges with the
strategy, structure, and resources we develop today. Our men and women are
our decisive edge. Sustaining our military strength in the face of an historic

shift to the future means making sure that the force is in the right balance.

In the near term, our mission in Afghanistan will transition, while we
reset a force coming out of more than a decade of continuous conflict. We will
sustain ~ in some cases adjust - our commitments around the globe to keep
our Nation immune from coercion. And, we must do all of this with decreasing
defense budgets. As a result, we will have to assume risk in some areas to
create opportunity in others. This will require carefully prioritizing investments

in readiness, training, modernization, and leader development.

Our men and women in uniform are the cornerstone of this Nation’s
security and our strongest bridge to the future. They are trusting us to make

the right choices. So are the American people.
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Joint Force Operations

America’s military has been in continuous conflict for the longest period
in our Nation’s history. But the force remains strong. The Joint Force today is
as diverse and rich in experience as it has ever been. Our men and women
remain engaged around the globe supporting our Nation’s interests. They are
defeating adversaries, deterring aggression, strengthening partners, and

delivering aid.

Over the past year, our men and women have continued to fight,
transition, and redeploy from Afghanistan. In June of last year, the Afghans
reached a decisive milestone as they assumed lead responsibility for their own
security. This signaled a shift in our primary mission from combat to training,
advising, and assisting the Afghan forces. While Coalition forces prepare to
support national elections in the coming weeks, we continue to develop options
for the forces, missions, partnerships, and authorities that will set the

conditions for our commitment to Afghanistan after 2014.

The Joint Force continues to serve in and around an unpredictable
Middle East through military-to-military exercises, exchanges, and security
assistance, We are actively reinforcing our partners along Syria’s borders to
help contain violence, care for refugees, and counter the spread of violent
extremism. We continue to pursue violent extremist organizations directly and
through our partners where US and allied interests are threatened. This
includes support to partners in Yemen, and to French and African partners in
Mali. Our military is also working closely with the US Department of State to
help restore security and stability in the Central African Republic and South

Sudan.

We have deepened our traditional security ties in the Asia Pacific. In
addition to our support for Typhoon Haiyan recovery efforts, we have

strengthened cooperation with our allies and partners through military
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activities and force posture. We have maintained an active presence in the
South and East China Seas, while also remaining prepared to respond to

provocations on the Korean Peninsula.

We also remain postured with our interagency partners to detect, deter,
and defeat threats to the homeland—to include ballistic missile defense,
countering terrorism, and safeguarding against cyber-attack on government
and critical infrastructure targets. Our men and women work collaboratively
with other US agencies, with forward-stationed State Department
professionals, and with regional allies and partners to keep the Nation safe.
Across all of these security operations, the Joint Force remains ready with

military options if called upon.
Balancing Global Strategic Risk

The global security environment is as fluid and complex as we have ever
seen. We are being challenged in pockets throughout the world by a diverse set
of actors—resurgent and rising powers, failing states, and aggressive ideologies.
Power in the international system is shifting below and beyond the nation-
state. At the same time, the balance between our security demands and

available resources has rarely been more delicate.

The confluence of wide-ranging transitions, enduring and new friction
points, and “wild cards” can seem unsolvable. Yet, understanding the
interrelationships between trends reshaping the security environment offers
opportunities to begin to solve some of the world’s perplexing and prolonged

challenges.

In any effort, the military does not do it alone. We must bring to bear
every tool of national power in American’s arsenal. Our distributed networks of
allies and partners are equally indispensable. Together, we can build shared

understanding and develop focused, whole approaches that share the costs of
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global leadership. Deepening these hard-won relationships of trust and

building the capacity of our partners will be more vital in the years ahead.

With this context in mind, the Joint Force of the future will require
exceptional agility in how we shape, prepare, and posture. We will seek
innovation not only in technology, but also in leader development, doctrine,
organization, and partnerships. We must be able to rapidly aggregate and
disaggregate our {formations, throttle up force and just as quickly, throttle it
back.

We will have to be more regionally-focused in our understanding and
globally-networked in our approaches. We will be adaptable to combatant
commander priorities to prevent conflict, shape the strategic environment, and

- when necessary — win decisively,

And, importantly, we will have to balance these competing strategic
objectives in the context of a resource-constrained environment. We must be
frank about the limits of what the Joint Force can achieve, how quickly, for how

long, and with what risk.

Accordingly, we will need to challenge assumptions and align ambitions
to match our combined abilities. Our force's greatest value to the Nation is as
much unrealized as realized. We need to calibrate our use of military power to
where it is most able and appropriate to advance our national interests. Our
recent wars have reminded us that our military serves the Nation best when it
is synchronized with other elements of national power and integrated with our

partners.
Balancing the Force

As part of an historic shift to the future, the institution is fundamentally

re-examining itself to preserve military strength in the face of the changing
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security environment and declining resources. Here are five ways in which we

are working to make sure the Joint Force remains properly balanced over time:
Resource Allocation

We are resetting how we allocate our budget among manpower,
operations, training, maintenance, and modernization. Disproportionate
growth in the cost per service member is overburdening our manpower account
and threatening to erode combat power. We have to bring those costs back

into balance with our other sacred obligations to the Nation.

The President’s FY15 budget request, importantly, reflects the needed
personnel reductions, institutional streamlining, and administrative changes
that better reflect our military’s more limited resources. We will keep driving
towards becoming more steel-plated on all fronts—shedding waste,
redundancy, and superfluity in our organizations and processes. We are
rebalancing our tooth-to-tail ratio by shrinking the Department’s headquarters,
overhead, and overseas infrastructure costs. We are taking steps to improve
our acquisitions enterprise. And, we will make the tough choices on force

structure.

We will never end our campaign to find every way to become more
effective. Yet, we have already seen that not every effort generates the savings
we need as fast as we need them. And some proposals to shed excess
infrastructure have not gained the support of Congress, most notably our calls
for a Base Realignment and Closure round and requests to retire legacy

weapons systems we no longer need or afford.

Getting our personnel costs in balance is a strategic imperative. We can
no longer put off rebalancing our military compensation systems. Otherwise
we are forced into disproportionate cuts to readiness and modernization. We

price ourselves out of the ability to defend the Nation.
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We must work together to modernize and optimize our compensation
package to fairly compensate our men and women for their service. We should
provide the options and flexibility that they prefer and shift funds from
undervalued services to the more highly valued benefits, as we reduce our

outlays.

We need to slow the rate of growth in our three highest-cost areas: basic
pay, health care, and housing allowances. The Joint Chiefs, our senior enlisted
leaders, and I also strongly recommend grandfathering any future proposed
changes to military retirement, and we will continue to place a premium on

efforts that support wounded warriors and mental health,

To that end, I look forward to working in partnership with Congress and
the American people on a sensible approach that addresses the growing
imbalances in our accounts, enables us to recruit and retain America’s best,

and puts the all-volunteer force on a viable path for the future.

We should tackle this in a comprehensive package of reforms. Piecemeal
changes are a surefire way to fray the trust and confidence of our troops. They

want - and they deserve — predictability.
Geographic Shift

The United States remains a global power and our military is globally
engaged. While we transition from the wars of the past decade, we are focusing
on an evolving range of challenges and opportunities. Our military will continue
to have deep security ties in the Middle East and globally. And, we are — of
necessity — continuing the rebalance to the Asia Pacific as part of our
government’s larger priority effort towards the future stability and growth of

that region.

Broadly, this geographic rebalance recognizes where the future

demographic, economic, and security trends are moving. In a sense, it is
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“skating to where the puck is going,” as hockey great Wayne Gretzky used to
say. As such, we are - over time - investing more bandwidth in our
relationships in the Asia Pacific, engaging more at every level, and shifting

assets to the region, to include our best human capital and equipment.

Europe remains a central pillar to our national security and prosperity.
Our NATO alliance has responded to security challenges in Afghanistan, Africa,
and the Middle East. The most successful and durable alliance in history,
NATO transcends partnership because common values underpin our 65 year-
old alliance. Going forward, we will all benefit from the security NATO

provides.
Preparing across the Spectrum

Our force is coming out of more than a decade of focusing primarily on
one particular kind of fight centered on the Middle East. As a result, we have

become the finest counterinsurgency force in the world.

Current and future security challenges mandate that we broaden our
approach. Across the Services, we are resetting how we apply our training
bandwidth and how we develop leaders to account for conflict across the
spectrum. This includes those critical conventional areas that - by necessity -

were deemphasized over the past decade.

We are also pluralizing our partnerships with other agencies and nations.
With the global terrorism threat specifically, we are rebalancing our emphasis
towards building or enabling our partners, while retaining the capability to

take direct action ourselves.

Remaining the security partner of choice increases our Nation’s collective
ability to safeguard common interests and support greater stability in weaker

areas of the world, Improving partner capability and capacity in a targeted way
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is an important component of our military strategy, especially as our resources

become more constrained.
Force Distribution

In keeping with the evolving strategic landscape, our force posture must
also evolve. As we emerge from the major campaigns of the last decade, we are
developing new approaches across and within commands in the way we assign,

allocate, and apportion forces inside a broader interagency construct.

We are determining how much of the force should be forward-stationed,
how much should be rotational, and how much should be surge ready in the
homeland. Baselining forces in each combatant command will allow us to
predictably engage with and assure partners and deter adversaries, Baseline
does not mean equal resources. We seek instead a force distribution

appropriately weighted to our national interests and threats.

Qur military has become more integrated operationally and
organizationally across the Active, Guard, and Reserve, especially over the past
decade. We are working to determine the most effective mix of each of the
components to preserve the strength we have gained as a more seamless force.
This too will be different across the combatant commands. For example, many
relationships in Europe — especially the newest NATO partner nations — benefit
from the National Guard-led State Partnership Program, which is in its 20th
year. Relationships such as these will help us to sustain the capabilities we

will require in the years ahead.

Also to strengthen the Joint Force, we are committed to offer everyone in
uniform equal professional opportunities to contribute their talent. Rescinding
the Direct Ground Combat Rule last January has enabled the elimination of
gender-based restrictions for assignment. The Services are mid-way through
reviewing and validating occupational standards with the aim of integrating

women into occupational fields to the fullest extent over the next two years.

10
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We are proceeding in a deliberate, measured way that preserves unit readiness,

cohesion, and the quality of the all-volunteer force.

Additionally, as our force draws down, the remarkable generation that
carried the best of our Nation into battle is transitioning home and
reintegrating into civilian life. We will keep working with the Department of
Veterans Affairs, other agencies, and communities across the country to make
sure they have access to health care, quality education opportunities, and
meaningful employment. This generation is not done serving and our efforts to
enable them to contribute their strengths should be viewed as a direct

investment in the future of America.
Competence and Character

We are making sure that as the Nation’s Profession of Arms, we remain
equally committed to competence and character throughout our ranks. The
pace of the last decade, frankly, may have resulted in an overemphasis on
competence. Those we serve call for us to be good stewards of the special trust

and confidence gifted to us by our fellow citizens—on and off the battlefield.

Even as ~ especially as — we take this opportunity to remake our force
and its capabilities, we owe it to the American people and to ourselves to also
take an introspective look at whether we are holding true to the bedrock values
and standards of our profession. Historically, the military has done precisely

this after coming out of major periods of conflict.

The vast majority serve honorably with moral courage and distinction
every day. But sexual assault crimes, failures of leadership and ethics, and
lapses of judgment by a portion of the force are evidence that we must do

more—and we are. These issues have my ongoing and full attention.

It has been and continues to be one of my foremost priorities as

Chairman to rekindle within the force both its understanding and its resolve as

11
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a profession. We must strengthen the enduring norms and values that define

us and continue to be a source of trust and pride for our Nation.

We are looking at who we are promoting. More importantly, we are
looking at what we are promoting—the standards, the ethos, the essence of
professionalism. We know that we can never let our actions distance us from
the American people, nor destroy the message that draws many into the ranks

of the military in the first place.

To that end, we are advancing a constellation of initiatives towards our
continued development as professionals. These include 360 degree reviews,
staff assistance and training visits to senior leadership, and a deeper
investment in character development and education through the span of
service. We are detecting and rooting out flaws in our command culture and
promoting an ethos of accountability across the ranks. We know we own this

challenge and we are committed to meeting it.
Balancing Strategic Choices

Our military’s ability to field a ready, capable force to meet global mission
requirements has been placed at risk by layered effects of the operational pace

and converging fiscal factors of recent years.

The funds above sequester levels passed by this Congress in the
Bipartisan Budget Agreement allow us to buy back some lost readiness and
continue to make responsible investments in our Nation’s defense. It doesn't
solve every readiness problem and is no long-term solution to sequestration,

but it does give us a measure of near-term relief and stability.

The Joint Chiefs and I are grateful for Congress’s support of the efforts to
return units to the necessary levels of readiness. It helps us preserve options
for the Nation and ensure that our troops can do what they joined the military

to do. Likewise, we appreciate the dialogue engendered in these chambers to

12
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determine the kind of military the American people need and can afford—the

right mix of capabilities and programs to protect our national interests.

While we have achieved a degree of certainty in our budget for the next
two years, we still don’t have a steady, predictable funding stream, nor the

flexibility and time we need to reset the force for the challenges we see ahead.

This tension comes at a time when winning together through jointness
has been at its peak. If we don’t adapt from previous approaches toward a
sounder way to steward our Nation’s defense, we risk ending up with the wrong

force at the wrong time.

The President’s FY 15 budget request represents a balanced, responsible,
and realistic way forward. It leads to a Joint Force that is global, networked,
and provides options for the Nation. It helps us rebuild readiness in areas that
were ~ by necessity — deemphasized over the past decade, while retaining
capacity and capability. It supports the reset and replacement of battle-
damaged equipment and helps us meet future needs by balancing force
structure, readiness, and modernization priorities. It invests in missile defense
and in modernizing the nuclear enterprise. It allows us to advantage
intelligence, surveillance, and reconnaissance (ISR), Special Operations Forces

(SOF), and cyber, while making adjustments to the conventional force.

To be clear, we do assume higher risks in some areas under the FY15
proposal, but this budget helps us to remain the world’s finest military—
modern, capable, and ready, even while transitioning to a smaller force over
time. If sequester-level cuts return in 2016, the risks will grow, and the

options we can provide the Nation will shrink.

The Joint Chiefs and I remain committed to making the tough choices -
carefully informed - that preserve our ability to protect our Nation from

coercion and defend the American people. Our sacred obligation is to make

13
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sure our men and women are never sent into a fair fight. That means we must

make sure they are the best led, best trained, and best equipped in the world.

But, we need help from our elected leaders to rebalance the force in the
ways [ have described. This includes, importantly, making the financially

prudent, strategically informed reductions we need.

The opportunity is ours in the months ahead to carry the hard-earned
lessons learned of our Nation’s wars into the context of today, to set the
conditions to prepare the force to address the challenges of tomorrow, and to
sustain and support our dedicated men and women in uniform and their

families. I look forward to seizing these opportunities together.

Thank you for your enduring support.
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Mr. FRELINGHUYSEN. And let me say that you are a wonderful
representative of our sons and daughters.
General DEMPSEY. Thank you, sir.

OVERSEAS CONTINGENCY OPERATIONS FUNDING

Mr. FRELINGHUYSEN. Let me say, too, on a personal note, you
may both be aware that your good Air Force escorted a number of
members of this committee, Mr. Visclosky, yours truly, as well as
Mr. Moran and Mr. Calvert, over to the Middle East recently. We
visited Pakistan, Afghanistan, Qatar, and Jordan, and may I say
that our time in Afghanistan, of course, it is truly inspiring to see
what those young men and some not so young are doing serving
after multiple deployments.

I must say, coming away, this is sort of a personal note from that
trip, I am somewhat discouraged by some of what we heard from
talking with leaders in that region about our long-range commit-
ment to the Middle East. Of course, the soldiers have a desire to
get out of Afghanistan and back home, but they look around to see
and recognize the sacrifices that they have made, their prede-
cessors have made, their predecessors made in Iraq, and they look
to Falluyjah, the loss of Fallujah, and they have serious questions
about where we are going. So, one of the things we focused on was
the overseas contingency operation, and this is a serious hole in
your budget here. I know that you want us to put in a marker in
there, but ingrained in that sum of money, which some would esti-
mate perhaps would be $80 billion, is some open questions.

So, can you tell us how we are going to fill that hole and when
we are going to fill that hole? I think it is difficult for us to put
a bill together with that issue open.

Secretary HAGEL. Mr. Chairman, we recognize that question,
that concern. As you have noted, and I didn’t note except in my
written testimony, and I am going to ask the Comptroller to take
us down a little deeper into your question, but the obvious reason
is that we held back was the uncertainty of what decision is going
to be made about our future presence in Afghanistan post—2014.

I think you know, the President has said, it is certainly the ad-
vice that we have gotten from General Dunford and from our mili-
tary leaders, and I support them on this, that we believe we have
a role, want to have a role, continued role in Afghanistan, train,
assist, advise, counterterrorism, but that has to be done in coordi-
nation first with the people of Afghanistan inviting us and agree-
ing, and that is embodied in a bilateral security agreement, that
arrangement. Without that, without knowing what our future is, it
was our feeling that we would hold off and not further complicate
an already complicated budget process, because of the reasons we
have already talked about, and then come back with you or to you
once we hopefully have better certainty. When we may do that, let
me ask Bob Hale to——

Mr. FRELINGHUYSEN. We have to be able to go to the floor at
some point in time. We have to defend

Secretary HAGEL. We have anticipated it.

Mr. FRELINGHUYSEN. We have to defend—you know, when you
visit Pakistan, and you see the relationship we have had with Paki-
stan since 1947—and the OCO funds are more than just Afghani-
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stan. They provide resources for the region, and the general state-
ment is that OCO funds will be needed for some time to come not
only in Afghanistan, but in that region. So, I would be happy to
have Mr. Hale address that. This sort of gets to my critical ques-
tion is where are we going?

Mr. HALE. Well, Mr. Chairman, when we get an enduring pres-
ence decision, as soon as we can after that, we will get a formal
budget amendment to you for OCO. If that doesn’t work with the
timing issue, then we are going to have to look at other options,
and we are thinking of them now as to how we proceed if we don’t
get an enduring presence decision. I know that is vague, but at the
moment, I think that is about the best I can do.

Mr. FRELINGHUYSEN. Let me recognize the ranking member Nita
Lowey from New York for any comments she may have.

REMARKS OF MRS. LOWEY

Mrs. Lowey. Well, first of all, I want to thank you, Mr. Chair-
man. Unfortunately, there are several hearings going on at the
same time, and I want to join my colleagues, Chairman Freling-
huysen, Mr. Rogers is probably on another one of those, Ranking
Member Visclosky, Secretary Hagel, General Dempsey, Under Sec-
retary Hale, and the rest of our distinguished guests. Thank you
for appearing before us today, and, again, I apologize.

As we know, the global environment is growing increasingly vola-
tile with new threats emerging every day, exemplified by the cur-
rent events in Ukraine, Syria, and Venezuela. In the fiscal year
2015 bill, we need to work together to help the Department of De-
fense address very serious challenges, from ending major combat
operations in Afghanistan to addressing enduring threats from
North Korea and Iran; flash points in the Middle East, Africa, and
Asia. And, of course, there are also pressing issues at home such
as the epidemic of sexual assaults, suicides among military mem-
bers.

We need to ensure that the quality of life for those service mem-
bers staying in the military remains high, while those transitioning
out of the services are cared for properly. And I applaud the De-
partment for submitting a 2015 request that stays within the caps
permitted in existing law, which already directs more than 50 per-
cent of all discretionary spending to Defense.

Barring an agreement to increase investments in both categories,
the Department must live within its cap, as you well know. Tough
choices must be made, but as the 2014 omnibus showed, our com-
mittee is up to the task. In times of fiscal constraint and uncer-
tainty, it is hard to juggle all requirements, but we owe it to our
service members and the Nation to get it right, and I would like
to just ask a question. I thank the chairman for your indulgence.

SEXUAL ASSAULT IN THE MILITARY

As we well know, sexual assault and harassment in the military
was front and center during last year’s budget cycle. Due to the on-
going investigations and revelations on this heinous crime, the
issue still occupies this spot, unbelievably. The President, our Com-
mander in Chief, gave the Department a deadline of December 1st,
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2014, to evaluate whether changes implemented over the past 12
to 18 months are making a difference. The Pentagon reported
about 5,400 instances, 5,400 instances, of sexual assault or un-
wanted sexual contact in the military in fiscal year 2013, a 60 per-
cent rise from 2012. Just last week the top Army prosecutor for
sexual assault was suspended after allegations that he sexually
harassed a subordinate.

Do you believe the military services will be able to stem the rise
of incidents of sexual assaults or unwanted contact? Is it a cultural
problem? Is it a leadership problem? Will opening more military po-
sitions to women at all ranks help the problem?

So, if you could please describe the requirements of the military
criminal investigative organizations to investigate 100 percent of
sexual assault cases, what impact will this have on the MCIOs,
and are the MCIOs equipped in both funding and manning to meet
this requirement? I would appreciate your response, Secretary
Hagel.

Secretary HAGEL. Congresswoman, thank you, and I appreciate
very much your leadership on this.

I can provide as much background for the record as you want but
in the interest of time, let’s go back to May of last year. At that
time, I directed all the services to do a number of things, and in
the course of that directive and over the next few months, that re-
sulted in 21 directives that I gave our services. Victims rights coun-
sel, which victims had never, ever had; not only a process, a mech-
anism, a highway to deal with them and their concerns in every
facet of a victim’s rights, but that was just but 1 of the 21 direc-
tives.

I actually took the initiative, along with our chairman and our
Chiefs, to suggest to the Congress that we needed to amend the
UCMJ. Obviously, fast forward, and what the Senate did here a
few days ago, what the House has been working on is a culmina-
tion—not the end, but a culmination at least of that phase of a lot
of the requests that DoD has made of Congress to help us.

I also instituted new offices. I have asked for, directed a complete
review of all the different offices, not just sexual response offices
and those who have responsibility for carrying out the rights of our
victims, but military police, trainers, basic training instructors, ev-
eryone who has any responsibility for education of our troops. And
it is partly that, it is partly culture, it is partly some areas where
we haven’t paid as much attention. Accountability of leadership is
always essential to any of these issues, whether it is sexual assault
or any ethical issue. So, it has been a wide scope of activities that
we have undertaken to get at this.

We are going to fix it. It needs to be fixed in the institution. We
have asked for help from the outside, from the Congress. The Presi-
dent is taking this up, as you have just noted one example. I meet
once a week around the table with the Chiefs, Vice Chiefs, all our
senior components of our enterprise, and it is to give me an update
for 1 hour what has been implemented, what are the problems,
what are we not doing right, what do we need to do more. I have
been doing this for months. Each week I meet for 1 hour. Either
the Chief of the service is there or the Vice Chief is there. Their
attorney is there. Their sexual prevention assault people are there.
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So, we are coming at this, Congresswoman, on many fronts. We
have to.

One quick point, and then if the chairman may want to respond
to this as well. Your note of 5,000 sexual assaults and more people
coming forward, it is too early yet to make an assessment is that
encouraging news, or is it not encouraging news? We think there
may be some encouraging news in this in that victims are feeling
more confident that they can come forward without harassment,
without all of the things that have happened to many victims in
the past, no one paying any attention or people covering it up,
whatever the issue is; that they will be protected, that there will
be justice done, their rights will be acknowledged, and they will be
respected as victims.

So, I think there may be some good news in this that we are de-
veloping confidence in the systems that they have enough con-
fidence to come forward. We will see. Too early to tell. We haven’t
fixed all the problem yet, but we will fix it.

Mrs. LOWEY. General Dempsey.

General DEMPSEY. Thank you.

I just want to reenforce what the Secretary said. The answer to
your question, the simple answer is yes, we can—we have to fix
this. It is a stain on our profession, we just met with the Chiefs.
We have got 12 metrics, if you will, or measures that we are moni-
toring to determine whether we have got the trend lines moving in
the right direction or not.

But we have to fix this because it erodes the foundation of our
profession. You know, our profession is built on trust. You don’t
walk out the gate of a forward operating base in Afghanistan un-
less you trust the man or woman to your left or right, and this
crime and this kind of conduct erodes that trust. So, it is not just
because it is such a horrible thing to happen to a man or woman
in any case; it is that it actually erodes the very foundation of the
profession, and we are taking that very seriously.

Mrs. Lowey. Thank you.

And, Mr. Secretary, I just wanted to make one other point in
closing, because one of the greatest honors we have as Members of
Congress is to appoint beautiful, young, smart, intelligent women
to our Nation’s service academies, and it has been shocking to me
that these young men and women also have this issue that is out
of control. So I would just suggest to you that you look at that very
carefully, because I know that this is high on the agenda of almost
all of us who appoint people to our academies, and I thank you
very much. Thank you so much for your indulgence.

Mr. FRELINGHUYSEN. Thank you, Mrs. Lowey. We should have
zero tolerance for this type of behavior.

Pleased to yield to the vice chair Ms. Granger.

Ms. GRANGER. Thank you.

Mr. Chairman, I have two questions. I am sorry. Two questions.
Should I wait for another round for the second or——

Mr. FRELINGHUYSEN. Go right ahead.

STEALTH AIRCRAFT OF ADVERSARIES
Ms. GRANGER. Thank you.
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Mr. Secretary, as you and I have both discussed before, the Joint
Strike Fighter is critical to the U.S. and our allies’ ability to main-
tain air superiority, but both China and Russia continue to dra-
matically increase their defense spending in an effort to increase
their influence throughout the world. With both countries devel-
oping Stealth fighters, it is likely they will export these planes to
other countries. So what countries concern you the most as poten-
tial buyers of their aircraft, and how would those potential pur-
chases impact the ability of the U.S. and our allies to establish and
maintain air superiority in those regions?

Secretary HAGEL. Congresswoman, one of the points I made in
my opening statement, and much of the strategy of the QDR, and
essentially what was behind the President’s defense strategy guid-
ance that he issued in January 2012 was not to allow our superi-
ority, our technological edge to erode or to forfeit that to any na-
tion. And as I have noted, we put a premium focus on that on our
prioritization, on the modernization of our capabilities. The Joint
Strike Fighter is a good example of that, and that is what we are
committed to do. Our budget reflects that, our strategy reflects
that, everything we are doing reflects that.

We have had good partnership on the F-35, as you know, with
a number of other countries, and those allies are continuing to
hang in there with us. Everyone has budget issues, as you know,
and so some of the orders have slowed down, but none, as far as
I know, have been canceled.

Ms. GRANGER. Right.

Secretary HAGEL. So, we are always in a competitive race with
adversaries who are upgrading and financing that upgrading, but
we have to play our game. We have to recognize that that threat
is going to be out there, and we have to be wise in the decisions
we have made, and I think that we are doing exactly that.

ARMY NATIONAL GUARD RESTRUCTURE

Ms. GRANGER. Thank you.

I have one other question for the Secretary. In 2011, the Air
Force proposed a plan that restructured the Air National Guard,
and the Guard opposed this plan, but their attempts to work with
the Air Force on an alternative solution were dismissed. Congress
didn’t appreciate that, nor did they respond very well to that ap-
proach. Unfortunately, it appears that the Army is attempting a
very similar tactic.

So, Mr. Secretary, given the Guard’s critical role both domesti-
cally and internationally, what are you doing to ensure the Army
takes the concern to the National Guard Bureau and our Governor
seriously? I can’t see Congress supporting a plan that they so vehe-
mently oppose.

Secretary HAGEL. Congresswoman, first, I put a high priority on
the Guard and the National Guard and the Reserves; the President
does. I know all of our Chiefs do, and General Dempsey may want
to address this. That is where I start. As I noted in my opening
statement, the Guard and Reserves are going to continue to be,
must be, a vibrant part of our larger national security enterprise,
and they will. That is where I start.
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Second, as you know, the Guard has a seat at the table with the
Joint Chiefs; General Frank Grass, who is a very, very articulate,
capable spokesman for the interest of the Guard. I just met 2 days
ago with Governor O’Malley of Maryland. We interface with Gov-
ernors on trying to connect with them. That is part of the reason
for setting up the Governors Council a few years ago, which the
Secretary of Department of Homeland Security and the Secretary
of Defense cochair, to get that input from them directly, from their
adjutant generals.

Now, to the more specific points of your question. We have in
every way tried to protect as much as possible the Guard and Re-
serve, and I gave you some numbers which I think reflect pretty
well how we have come up with decisions to protect them in every
way. In fact, the Active Duty Army proportionately have taken far
bigger cuts in every way than what we are talking about for the
Guard here.

So, their voice is important, it is heard, we need it to be heard,
but the bottom line is when we are talking about the cuts that we
have already taken, and what is ahead, and then, on top of that,
the uncertainty yet that we have to deal with, we have to examine
everything, and we have to come at this from what Chairman
Dempsey said, and this is exactly the way we looked at the budget,
of the balance of what is going to be required for the national secu-
rity interests of this country. I don’t see anybody exempt from that,
because everybody plays an important role, but it has to fit into the
overall framework of the balance of what I said: Readiness, capa-
bility, capacity, and the modernization.

Mr. FRELINGHUYSEN. Thank you.

General DEMPSEY. Thank you, Congresswoman.

I don’t agree actually that the Active Army has been unwilling
or unable to hear the concerns of the Guard, because I have been
watching this debate over the past year, and it may just be that
they have come to a position where they can’t agree with each
other, and we have got to work through that. But they have been
engaged.

Secondly, it is about balance for me. I mean, my responsibility
is the Joint Force, and that is all the services and all the compo-
nents who together have to be greater than the sum of their parts.
And so as we go forward, what I have suggested to Active Guard
and Reserve is the thing we ought to be most concerned about is
not whether we can agree or not on an end state number or a num-
ber of bases or a number of weapons; we have got to link arms on
the message that if we go to sequestration levels of cuts, if we go
back to that in 2016 and beyond, we won’t be able to maintain a
balanced force, and in which case we won’t have the military that
the Nation needs.

Mr. FRELINGHUYSEN. Mr. Visclosky.

READINESS

Mr. ViscLosky. Thank you, Mr. Chairman.

Gentlemen, just a couple of things. First, I do want to thank you,
because last year when I asked questions about auditable financial
statements you indicated that they would be completed, if you
would, by the end of September 30th, 2017. Note that in the state-
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ments prepared for the budget, that deadline continues to be the
same and has not slid to the right.

I do think it is an important principle. I think it is important as
far as underlying financing of the Department, and I appreciate
that that has not slid to the right and would encourage you to con-
tinue to hold fast to that September 30th, 2017, date.

I would want to add my voice again to the chairman as well to
reiterate my opening remarks concerns, and that is on OCO. I am
certain as we meet here today that it is not the decision of anyone
on the panel not to provide details for $79 billion. Understand
there are very delicate negotiations going on, we are anticipating
the outcomes of elections, and we need a statement signed. Also re-
alize it is probably very difficult for the administration to come up
with one set of numbers, assuming an agreement is signed; a sec-
ond, if no agreement is signed; and then a third as to what the
next 6 months look if there is a complete pullout.

But there is a fundamental problem we face when we go to the
floor, hopefully earlier rather than later. And I speak only for my-
self, but I think it is impossible for us to go to the floor with a
placeholder for $79 billion. The Comptroller has mentioned other
alternatives in the past supplemental requests have been used. I
am not going to ask for a response, except as discussions take place
with the President and other officials in the administration, they
have got to understand there is some urgency here as far as the
appropriations process.

The question I do want to ask is on readiness. In the budget sub-
mittal, the Department stated that with the enactment of fiscal
year 2014 appropriations, the readiness levels are trending posi-
tive, but the fiscal year began with relatively low readiness levels.
I did mention the Opportunity, Growth, and Security Initiative
that is very dependent upon entitlement changes and tax changes.

Mr. Secretary, I absolutely agree with you on sequestration. I
voted against the agreement last December because it was only for
2 years. You have a government to run and a Department to plan
for, and I am concerned that those who want to, if you would, act
irresponsibly are simply lying low until November, and they will
continue to have the leverage.

And on readiness, the Opportunity, Growth, and Security Initia-
tive that has been put forth, that I do not think is going to happen,
includes additional monies for readiness enhancements for training
for the Army, spares and logistic support for the Navy, unit train-
ing for the Marines, and increased flight training for the Air Force.

The question I have is relative to the 2015 requests and looking
at the issue of readiness to make sure nobody is ever in a fair fight.
I agree with that.

Are some of those items things we should have in mind as we
mark our bill up that are still necessary in 2015, assuming that
this initiative is not adopted? Are there still readiness holes that
we should be concerned about if this initiative is not adopted?

Secretary HAGEL. Well, I think, first let me begin the answer this
way, and then I am sure the Comptroller would want to respond
to this, and the chairman may also.

Chairman Dempsey and I have made it clear in our opening
statements, and all of the Chiefs and the combatant commanders
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who have been on the Hill this week and will be next week, and
some before Appropriations Committee already this week, have
made it very clear that readiness is a concern, will continue to be
a concern.

Let’s take the 26 billion additional piece for fiscal year 2015 that
the President has asked for, and Hale can go deep into this, but
about 40 percent of that, I think, is for readiness, is to just try to
get us back out of this hole to some extent that we have sunk into
the last 2 years. And so readiness is something that is up front all
the time for all of us in all of our planning.

If we don’t get that additional money, then we have already
talked a little bit about the future years, 2016 through 2019, but
I think your questions is, should you be looking at something for
2015 if you don’t get the money.

Well, I am going to ask Hale how he handled that in the budget
specifically. But, yes, it is always a concern for us, and it is going
to continue to be a concern.

General DEMPSEY. “Readiness” is a very difficult thing to define,
to be honest with you. We struggle with it, we keep working at it.
So let my give you a little historical perspective.

This is my third appearance before this committee, and 3 years
ago

Mr. ViscLOSKY. Doesn’t get better than that.

General DEMPSEY. I know. I look forward to it every year, I
promise you. It gets easier every year. Not really. Not because of
you, by the way. Just the issues seem to become more and more
complex.

But some of you will remember that 3 years ago, we highlighted
the fact that coming out of 12 years of—or that at that time it was
9 or 10 years—of fighting a particular kind of conflict, that even
if we didn’t have this challenge called the Budget Control Act, that
it would take us a few years to restore our readiness in terms of
resetting the force after having, you know, worked it for so hard
for so long; and, secondly, that there were forms of warfare, kinds
of fights, for which we hadn’t prepared.

So, for example, we have become extraordinarily capable at coun-
terinsurgency, counterterror. Less so some of our skills have eroded
in things like maneuver warfare, and that is true of every service.
So is you are the Army, it is the movement of larger formations
over distance, integrating fires, joint fires and Army fires. For the
Air Force, it is suppression of enemy air defenses. We haven’t had
to do that for a long time. It is forced entry for the naval forces
in concert with Army and Air. There are things we just haven’t
practiced.

And 3 years ago I said, we have got to practice those. And then
along came the Budget Control Act and took $52 billion a year—
well, first of all, came the $487 billion, followed by the Budget Con-
trol Act. We have not yet been able to restore our credentials, if
you will, to rekindle some of those lost skills. And that problem
persists. And it is taking us longer to restore our full readiness
than it should.

Mr. FRELINGHUYSEN. Mr. Hale, you are going to have to hold for
a while because I want to make sure Members have a chance.

Mr. Visclosky, thank you very much.
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Mr. Crenshaw.
SIZE OF THE NAVY’S FLEET

Mr. CRENSHAW. Thank you all for being back. A special word of
thanks to Under Secretary Hale for his service, and just would note
that he was a great traveling companion to the North Pole not too
long ago. So if you ever go back to the North Pole, please call me.
Love to make a return trip.

I want to ask a question or two about ships. You know, I have
been in Congress for about a decade, but I have been around the
Navy all my life because I am from a community where the Navy
has a big presence. And I have seen times when the Navy was
modernizing and transforming and changing. I have seen leaner
times when the Navy was—had ships that couldn’t deploy because
maintenance had been neglected. But I never have seen a time
when we didn’t need the Navy, its flexibility, its firepower, its pres-
ence. There has never been a time we didn’t have that need.

And I guess when I look at the number of ships, it makes me
think about how important the ships are. And then for the last
year, we have had briefings about how we need to pivot to the Pa-
cific, that that is the geographic area that we have got to be con-
cerned about in terms of our national security, and I guess to be
successful there, we would need a strong maritime presence. And
so that seems to indicate probably more ships as well.

And I know that there was a time when Ronald Reagan said we
ought to have 600 ships and 15 aircraft carriers. And times have
changed. The ships today are a lot more capable, a lot more techno-
logically advanced. But I don’t think we ought to kid ourselves, I
think numbers still matter. And we still haven’t figured out the
age-old problem of how you have one ship in two different places
at the same time. And the world hasn’t gotten any safer; I know
the world hasn’t gotten any smaller.

And so when I look at the budget, Mr. Secretary, in my opinion,
the numbers just don’t add up. On one hand you have the Sec-
retary of the Navy saying that we are going to grow our fleet size
from about 285 to a little over 300, and that makes sense. But that
is contradicted by the fact that the Navy is going to require 20 less
littoral combat ships than they planned. You mentioned 11 cruisers
are going to be laid up. I don’t know exactly what that means.
There is talk that maybe a carrier that still has 25 years of useful
life might be decommissioned.

So it seems to me that you have got to figure out how we are
doing all this counting, because if you are taking 11 cruisers that
don’t have weapons systems, that don’t have crews, I don’t know
if they are counted in part of our fleet. I don’t know if you count
an aircraft carrier that might or might not be decommissioned.

So ordinarily I would ask the Secretary of the Navy this ques-
tion, but, Mr. Secretary, my understanding is a lot of the decisions
that are being made are coming from your office, which is appro-
priate; in other words, which ships we are going to keep, which
ships we are not going to keep, how much money we are going to
spend to develop the Navy that we need today. And so I do think
it is appropriate to ask you if you could tell this subcommittee how
you plan to meet those requirements.
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And I would like to ask General Dempsey if he has looked at
those plans and if he has kind of validated the size and the make-
up of this planned fleet, because, as I understand it, the combatant
commanders, when they request assistance from the Navy, they are
accommodated about less than half the time. I have seen the num-
ber 43 percent of the requests that are made by the combatant
commanders actually have requirements met.

So it seems to me if you face greater risks, and you have less
ships, then there will be even less a percentage of those require-
ments being met.

So if you all could comment on those two, I would very much ap-
preciate it.

Secretary HAGEL. Congressman, first, yes, we are gong to need
a Navy. I don’t think there is any question about that. The Navy
is a critically important component for forward presence, and
power projections, and all the things that you know. So make no
mistake, no one is suggesting otherwise. That is first.

Second, of the specific examples you used, all of those examples
you used except one, the LCS, and I am going to come back to that,
those were recommendations made to me by the Navy. So those
were not initiated out of my office; those came from the Navy, and
I accepted them. And I am going to address LCS.

But I think the bigger point here is if you have only got so much
money to go around, you have only got so much money to go
around. And I can’t invent more money. I have got to balance a
budget, I have got to balance our force structure, because I don’t
think there is any question that we are still going to need an Army
and an Air Force and modernization. Half of our money goes to
compensation, retirement benefits. I don’t think there is any ques-
tion there, we want to make sure our people are taken are of. I
have only got so much.

I would like to have more ships, I would like to have more
planes. Everybody would like to have more revenue.

On the LCS, you made the comment that we are taking 20 of the
LCSs out. That is not exactly right. The program of record for the
LCS was 52. A decision I made was play it out to 32, there is a
specific mission for the LCS, but what I asked the Secretary of the
Navy to do, is to come back to me by the end of the year and give
me some options for a more capable LCS, one that is far more sur-
vivable than this one. Up gun.

This panel has already talked about, and we will hear more
about, as this focus should be, the technological capabilities of our
adversaries. You can have a lot of ships, Congressman, but if they
don’t have the capability to survive, and the power that they need,
and the projection of that power is out there, but if they can’t sur-
vive these new technologies, then I am not sure we have made the
right decision.

It isn’t a matter of we are going to lose 20 ships. What I said
to the Navy is, come back to me, see if there is a better way to do
this. All that money that was budgeted for the LCS is not taken
out of their program. So if that helps clear that up, that was the
reasoning behind this.

hSo in the interest of time, I will be glad to go further on any of
this.
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Mr. FRELINGHUYSEN. The time is of the essence. I know you want
to weigh in, General, but I do want to get to other Members.

Thank you, Mr. Crenshaw.

Mr. Moran, thank you for your patience.

MILITARY COMPENSATION REFORM

Mr. MORAN. Sure.

Let me start with the positive. This is a good and responsible
budget, particularly under the circumstances. And, General
Dempsey, you are proving yourself to be an excellent Chairman of
the Joint Chiefs, and thank you for your service.

And, Mr. Hale, you are a true professional, a real gentleman, and
extraordinarily good guy. You have been a delight to work with.

And, Mr. Secretary, I mean it when I say that you are a man
of exceptional character and courage and ability, and really the fin-
est person we could find at this time in the history of the Defense
Department. So I want to thank you as well.

The three of you are the best bet, then, for tackling what I think
may be our most serious threat to a robust defense budget, and
that may not be any military threat outside our borders. Just as
entitlement programs are squeezing our ability to invest in the
kinds of programs that would ensure a stronger economic and so-
cial future for our country, the cost of military pay and health care
is now a third of the Department’s budget, and it is the fastest-
growing element, and unless we get some handle on it, it really is
going to foreclose many of the discretionary options that are nec-
essary within our Defense budget.

And to a greater extent, it really isn’t an investment in the fu-
ture of our security. I was very disappointed in what has happened
to the effort to trim by 1 percent military retirement pay. Eighty-
seven percent of our military veterans don’t get retirement. They
don’t stay for 20 years. A lot of them are the kids who get the most
serious combat wounds. But there are many who will stay for 20
years, and then more often than not, because they are particularly
healthy, they will sign up for a second career with a defense con-
tractor. Of course, the contractor doesn’t have to pay for their
health insurance. It is a good deal all around. In fact, we find now
that by the time they are in their sixties, those who do benefit from
retirement pay and another salary are in the top 5 percent of com-
pensation throughout the country.

You know, that doesn’t bother me. In fact, I think it is a good
thing. You know, living the good life, voting Republican, it is fine.
But I am not sure we can continue to afford it. And I was particu-
larly disappointed that those organizations who represent military
retirees were so adamant. I think they knew they were going to ul-
timately be successful. One of the most, I think, comical arguments
was that it is going to affect adversely recruitment.

I am not sure how many 18-year-olds, when told that 20 years
later their retirement COLA is going to be cut by 1 percent, really
change their mind about signing up, you know? And you picture
an, Oh, no. A 1 percent cut in my COLA when I am 38? Oh, no.
Let me change my mind on that. They don’t. The fact that we froze
civilian pay, many of these civilians work alongside those in uni-
form, for 3 years. It just shows you that it is an area that we are
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going to have to overcome politically, but somehow you are going
to have to get a handle on the budget. And what you have sug-
gested is kind of trimming around the edges.

Now, this is not supposed to be a speech, it is supposed to be a
question, so I am going to ask you if you think there is any chance
that the Commission on Military Compensation can give us an op-
portunity to get a handle on the fastest-rising portion of the De-
fense budget, because it really seems unsustainable.

Mr. Secretary.

Secretary HAGEL. Well, that is the charge of the Commission
that the Congress set up, and we have just sent a number of op-
tions to them, as you probably know, on retirement. And for all the
reasons you mentioned, I think it has been pretty clear across our
leadership spectrum that we can’t continue to sustain the kind of
commitments that we are now obligated to sustain.

And just one point on the COLA-minus-1 issue, as you know,
that would be for—I think you referenced people coming in after
January 1st of this year.

Mr. MORAN. Yes, yes.

Secretary HAGEL. No, this is a serious issue. It has to be dealt
with. I am hopeful that the Commission will come forward with
some very smart recommendations.

The Congress is going to have to work with all of us on this. We
can’t move without the Congress on this, as you know. And I would
tell you that I am committed. Our enterprise is committed to work
with you on what those recommendations will be. But it is a key
part of our future enterprise in order to deal with this, and it is
the most difficult part, as you have mentioned.

Mr. MORAN. I know we are the problem more than you, but——

General DEMPSEY. I will be very brief, Chairman. What we are
trying to do here is slow the growth, we are trying to slow growth.
We want the money to go back to the services so they can do things
like plow it back into readiness and maintenance and equipment.
And we want to do it once.

By the way, that is important. I know that you pass annual
budgets, but we want to have pay compensation, healthcare reform
once so that the force can settle and stabilize against a new set of
compensation standards.

And on retirement, Congressman, the one place I probably part
company with you a bit is I have said and will continue to advise
or recommend that any changes to retirement should be grand-
fathered for the force currently serving.

Mr. MORAN. Sure.

Mr. FRELINGHUYSEN. Thank you, Mr. Moran, for raising an im-
portant issue.

Mr. Calvert.

CIVILIAN WORKFORCE

Mr. CALVERT. Thank you, Mr. Chairman.

And thank you, gentlemen, for coming to speak to us today.

I would like to talk a little bit about the civilian workforce. It
was mentioned briefly, Mr. Secretary, in your statement. The com-
mittee has heard official and unofficial testimony in the past that
the Department could use some assistance from Congress in better
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managing its workforce, giving you some legal authorities. Accord-
ing to the American Enterprise Institute, over the last 10 years,
the Active Duty military grew by 3.4 percent, while the number of
civilian defense employees grew by 17.4 percent. Despite this dis-
parity, in light of our fiscal challenges, I am concerned that your
testimony does not address any real detailed effort to rebalance the
Defense Department’s workforce; rather your proposed defense cut
would obviously shrink the Army and obviously would add to risk
in certain areas.

I am introducing some legislation tomorrow, which I have
worked with some former Comptrollers—we discussed this in Los
Angeles at the Defense Forum—which would require DoD to make
necessary reductions to its civilian workforce in a systematic man-
ner without compromising our ability to maintain a strong national
defense over the long term. I think it is time that we, obviously,
keep the best and brightest of our civilian workforce and bring the
workers into balance with the Active Duty Force.

So my question, Secretary, in your testimony you mention a 5-
year defense plan, which includes savings from reducing civilian
personnel and contractor costs, but I didn’t see any real details on
how you would do that.

Just one last comment. Last year former Secretary Lehman
wrote in a Wall Street Journal article that each 7,000 civilian em-
ployee reduction saves at least $5 billion over 5 years.

Can you explain in more detail how your proposal to reduce civil-
ian personnel and contractors will be implemented and savings
that will result?

Secretary HAGEL. Congressman, first, and I will ask the Comp-
troller to give you some numbers on this, we did focus—and those
numbers and how we would intend to do it are in the budget and
the specifics of that. We did focus exactly on what you just talked
about. We have been focusing on the civilian workforce, trying to
judiciously explore what their role is. Twenty percent of the head-
quarters staff over the next 5 years, all headquarters staffs, will be
cut. Chairman Dempsey and I did this together. The Joint Chiefs,
all headquarters across the globe.

Now, when you look at just plain numbers, that doesn’t represent
a great number, but it is not insignificant. But it is bigger than
that. And the percentages here are pretty impressive, what we are
looking at.

And if T can ask the Comptroller to explain what is in that budg-
et, the specifics of how we intend to do it and the focus that we
put on it. But we did focus on it.

Mr. HALE. I will keep it short, and we can give you more detail.
It was about a 5 percent cut in civilian full-time equivalents be-
tween fiscal 2014 and fiscal 2019 in this budget, similar to the re-
duction in the Active strength.

It comes from reorganizations. It comes from recognizing that
workload is going down, as, for example, the war ends. And it
comes—and here we could use your help—from BRAC. And when
you get rid of a brigade combat team, you don’t get rid of many ci-
vilians. If you close the base that that team was, then you save all
the infrastructure, and that is a lot of civilians. So, if you give us
BRAC authority, we will be much better able to——
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Mr. CALVERT. Let me follow up on that. As you know, we have
been through several BRACs, and we have been through several
previous secretaries, and they have all tried to reform and reduce
the civilian workforce, most notably Secretary Rumsfeld. But they
failed to do so.

And I have been told by some of your predecessors and some of
your former Comptrollers that you are unable to do so because of
laws that are on the books, the number—and so forth that—espe-
cially on issues regarding performance, to make significant reduc-
tions in the civilian workforce.

You mentioned 5 percent. The Defense Business Board said that
it is necessary, to bring them back into a ratio relative to civilian-
to-military employees, should be a reduction of 15 percent over 5
years. Do you agree with that number?

Mr. HALE. We set our civilian numbers to match workload. So
these are service recommendations that seemed right to us. So, I
wouldn’t be willing to sign up to a 15 percent cut, especially if we
are going to have to keep civilians at bases we don’t need.
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The Department’s FY 2015 Budget reflects a 5% reduction in its civilian Full-Time Equivalents

(FTEs) over a S-year period from FY 2014 to FY 2019. Below is the Department’s detailed
civilian FTE profile over this time period.

Amy:
U.S. Divect Hires
Foreign Direct/indirect Hires
Total

Navy:
U.S. Direct Hires
Foreign Direct/Indirect Hires
Total

Marine Corps:
U.S. Direct Hires -
Foreign Direct/Indirect Hires
Total

AirForce:
U.S. Direct Hires
Foreign Direct/Indirect Hires
Total

Defense-Wide:
.S, Direct Hires
Foreign Direct/indirect Hires
Total

Total Dob:
U.S. Direct Hires
Foreign Direct/indirect Hires
Totat

FY 2013
235,464
20,644
256,108

176,906
10,010
186,916

17,313
3,640
20,953

167,359
8,236
175,595

129,138
4,182
133,321

726,181
46,712
772,893

FY 2015 Budget - DoD Civilian FTEs

242,709
20,643
263,352

182,128
13484
192,612

16,687
3,498
20,186

166,382
9,404
175,786

134,641
4,500
139,141

742,547
48,530
791,077

FY 2017

Change % Change

238,300
19,917
258,217

183,494
10,505
193,999

17,476
3,539
21,015

163,149
9,355
172,504

131,558
4418
135,976

733,977
47,734
781,711

229,558
19,787
249,345

183,021
10,485
193,506

17,006
3,609
20,615

166,671
9,285
175,956

130,813
4,365
135,178

727,069
47,531
774,600

225,084
19,307
244,391

181,754
10,485
192,239

16,479
3,608
20,087

168,134
9,306
177,440

130,020
4,365
134,385

721,471
47,071
768,542

219,043
19,148
238,191

179,736
10,485
190,221

16,429
3,602
20,031

167,267
9,165
176,432

128,838
4,365
133,203

711,313
46,765
758,078

218,681
19,002
237,683

178,153
10,484
188,637

16,429
3,602
20,031

167,416
9,041
176,457

123,743
4,365
128,108

704,422
46,494
750,916

-24,028
21,641
-25,669

-3,975
[
-3,975

-258
103
-155

1,034
=363
671

-10,898
35
-11,033

-38,125
-2,036
-40,161

-10%
B%
-10%

1%
0%

-8%
3%
'8°Q

-5%
-5%
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The savings associated with contractor FTE reductions starting in FY 2015 are reflected in the
Department’s contracting efficiency initiatives. These initiatives are estimated to save $30
billion over the FY 2015 to FY 2019 period. Further details on the Department’s contracting
efficiency initiatives are provided below.

New Contracting Efficiencies
{Dollarin Millions)

FY2015 FY2016 FY2017 FY2018 FY2019 FY15-19

Better Buying Power in Procurement -845 -494 -532 -681 -616 -2,768
Department of Navy Contractual Services -2,536 -3,143 -3,015 -3,367  -2,743  .14,803
Evolved Expendable Launch Vehide (EELV)

Program Savings -635 -406 =217 -496 -325 -2,079
KC-46 Aircrew Training System (ATS) and Risk

Adjustments -296 -323 -81 -186 -162 -1,048
More Efficient Use of Research & Development -124 -43 -22 -16 -17 -221
Reductions in Contract Costs -1,500 -1,527 -1,555 -1,583 -2,250 -8,415
Space Acquisition and Investment Efficiencies -23 -100 -279 -150 [¢ ~B52

Total -5,558 -6,036 -5701 -6480 -6,113 -29,886
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Mr. FRELINGHUYSEN. Mr. Calvert, thank you for your questions.
Ms. McCollum, thank you for your patience.

BASE RE-ALIGNMENT AND CLOSURE

Ms. McCoLLuM. Thank you, Mr. Chair.

Good morning. I guess I could almost say good afternoon, gentle-
men.

Mr. Secretary, this defense budget makes tough choices that are
responsible and necessary, and it has my support. Yet this year’s
tough choices are modest when you compare them to the dangerous
budget choices that we will face next year if sequestration remains
in place, as you gentlemen have pointed out. So I believe it is high
time that some of my conservative colleagues in Congress stop
criticizing this budget. Instead, find the political courage to put
new revenue on the table to fund our national security priorities.

But absent such political courage or new revenue, we are not
going to make America stronger and more secure by cutting domes-
tic priorities like education, infrastructure investments, health re-
search, or Social Security to fund the Pentagon’s budget.

So to follow up on what you started talking about, BRAC, you
know, one of the tough choices in this budget is a new round of
closings. In 2004, the Department estimated that it had about 25
percent excess infrastructure. So, Mr. Hale, you started to kind of
allude to this. Could you give us the estimate of excess Defense De-
partment infrastructure today?

Mr. HALE. Well, I have to give you the same number. We have
not been allowed to plan, and so we haven’t. But we know that it
was about 25 percent at the end of the BRAC 2005 round, and it
is almost certainly higher now because we have reduced forces. So
there is a good deal of unneeded infrastructure out there.

Ms. McCoLLuM. Okay. Secretary Hagel, is it fair to say that as
Congress continues to spend billions of dollars every year for mili-
tary facilities and infrastructure that the Department of Defense
does not need or no longer wants, that it impacts projected savings
in future year defense programs from implementing the—you
know, when we don’t close BRACs, that means there is less money
for readiness, there is less money for modernization, other prior-
ities.

Could you maybe explain how if we don’t do that, you can’t do
some of the things that General Dempsey and you were talking
about for preparing our force to be well rounded?

Secretary HAGEL. Congresswoman, it is really pretty simple. If
you are paying for overhead you don’t need, whether it is people
that Congressman Calvert talked about, or all the expense that
goes with overhead you don’t need, then you are absorbing re-
sources from the more viable parts of your enterprise, and that is
just less money you have.

And so I don’t think it is anything more complicated than that.
It is complicated to get there. It is imperfect, I know that. But the
longer we defer this, and the longer we continue to keep that ex-
cess capacity that we are paying for, taking money away from the
real important aspects of our mission and our national security, the
higher price we are going to pay for that.
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And at some point then, at some future Congress, or whoever is
running the Pentagon at the time and the next chairman, they are
going to have to make some tough choices. And that is what I said
in my opening statement. The chairman has noted it. You all know
it. That is life. So we are far wiser to get at this now to try to sort
this out. But make no mistake, it is costing us now.

CAPABILITY OF AFGHANISTAN SECURITY FORCES

Ms. McCoLLuM. Thank you.

As the White House and the Pentagon has to consider a with-
drawal of U.S. troop, zero option, and it was alluded to with the
dollar figure that the ranking member brought up on the floor,
there is also something else I would like you to briefly touch on.

What is your assessment of Afghan security forces’ capacity to
sustain the gains our troops have made and ensure that progress
made by civil society and women in Afghanistan allow to be contin-
ued to develop?

Secretary HAGEL. I don’t think there would be anybody here cer-
tainly today that would argue that things are not better in Afghan-
istan for women, for the people of Afghanistan than they were 10
years ago. That has come at a cost, yes. And the real question, I
think General Dunford addressed this yesterday, and General
Dunford will continue to address it; Chairman Dempsey noted it in
his opening statement—that how do we protect that as much as we
can, as best we can, the tremendous gains that have been made,
the sacrifices that we have made, our people, to help the Afghan
people get there.

Obviously, they are a sovereign nation. They have the responsi-
bility to defend themselves, just as Iraq does. We have tried to help
build those capacities as we have dealt with the terrorism issue,
which led us there in the first place.

But the open question is, if in fact there is no role for the United
States, and if there is no role for our allies—and let’s not forget we
have 50 International Security Force allies with us in Afghanistan
and NATO—then there is an open question on the vulnerabilities
that they are going to be dealing with.

I have confidence in the tremendous progress the Afghan army
has made, their institutions. It is imperfect, I know. Our inspector
generals remind us of that every day. But they have made great
progress.

And General Dempsey was just there, as he noted. He made
some evaluations, and he stays very close to this every day. I talk
to Dunford on a regular weekly SVTS and touch base with him, our
commanders as well, a number of times each week. But there is
risk, and there is unpredictability.

Ms. McCoLLuM. Thank you. Thank you, gentlemen.

Thank you, Mr. Chairman.

Mr. FRELINGHUYSEN. Thank you, Ms. McCollum.

Mr. Cole.

AWACS/DEPOT MAINTENANCE

Mr. CoLE. Thank you very much.
Gentlemen, first, thank all of you for your service. And I appre-
ciate it more than I can say. We may occasionally have some dis-
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agreements, but nobody on this panel doubts anybody’s commit-
ment to the defense of the country or absolute personal integrity
and appreciates all the service.

I am going to focus on two or three things quickly. But I first
want to make a quick remark. This is a budget full of really tough
choices. I don’t think there is any doubt about you made some
choices you didn’t want to have to make. And I want to associate
myself, Mr. Secretary, with a couple of your remarks, because I
think you made those tough choices because we in Congress and
the administration have not made the tough choices that we ought
to make. Frankly, we all know we are under a cloud here of fiscal
restraint that is beyond what anybody on this panel wants to see
happen where the military is concerned.

So, again, your job would get a lot easier if we did our job as well
as you do your job. And, hopefully, in the next couple years we will
be able to find some way to get there. Most of the members on this
panel have voted for every deal that has been out there, whether
it was the fiscal cliff or whether it was, you know, reopen the gov-
ernment or the Ryan-Murray deal, and they did that in large meas-
ure because they are very concerned about the men and women in
uniform and about the challenges that we have dealt you as lead-
ers.

So, again, I think the real message here at a deeper level, beyond
the budget, is the political class of the country needs to start doing
its job so that you guys are free to do yours.

Now, the two areas of concern that I had quickly to focus on, one,
you made some tough choices in this budget concerning our
AWACS fleet. And that is a pretty low-density but high-use asset
that we are using right now, as you mentioned. And in full disclo-
sure, this is a parochial concern, most of those are stationed in my
district at Tinker Air Force Base. So obviously I have got a concern
there.

But I think the fact that you could immediately deploy six of
them, and you have got missions in the books for homeland secu-
rity, to deny and to defeat, I mean, it is an asset we use an awful
lot. So I would like to get your thinking on why we can lose that
percentage. I recognize there have to be cuts not just in one place.
This is a very high percentage of this asset. Essentially 25 percent
that we are going to be losing.

Second question, and somewhat related, I just would like, if we
have enough time, to expound a little bit, this sort of picks up on
Mr. Calvert’s question about are you comfortable with where you
are at in terms of the depot system that we have. I mean, do you
have what you need for modernization? Do you have what you need
in terms of personnel? When you look at civilian reductions, where
do you see those coming across the civilian workforce?

I think we get high value out of our depots. And I just want to
kind of probe your thinking a little bit on where these civilian per-
sonnel cuts could come from, what areas of economizing there are
out there.

Secretary HAGEL. Thank you, Congressman. And thank you for
your comments.

Starting with your last question, using depots as an example, but
it is a broader question, picking up on Congressman Calvert’s ques-
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tion, picking up on Congressman Calvert’s question, which is a
very important one. I think I would refer back to what the comp-
troller noted. Any business person, many of you are business peo-
ple, or any responsible person who has responsibilities for an insti-
tution and people, so on, knows that you have to match your re-
sources up with your mission. You match your people with the mis-
sion.

And what the comptroller was noting in a general answer, I
think, to Congressman Calvert was we have tried to focus on what
the civilian component responsibilities are for this institution. Ev-
eryone knows they support the military. And so what is their exact
role? How many do we need? How many do we not need? As the
world changes, everything shifts. So we have tried to do that. No,
we are not perfect at it. But we prioritize that. So that would be
the first general answer I would make to your point.

Depots and the civilian workforce there are really critically im-
portant for all the reasons, starting with the mission of the depot
and how do they support the military. And so we focus on, again,
those missions, and those missions that are most critical in support
of our military and national security interests. That is always the
starting point.

On AWACS and some of the touch choices we made. I followed
most all of the recommendations that our chiefs and our secretaries
made. General Dempsey deserves tremendous credit in working
through this. This was not an easy process internally, as you all
can imagine.

Each Service Chief, of course, has the responsibility for his or her
service. And we have to rely, the President has to rely, I have to
rely on the fact that they will be an adequate, an efficient, effective
spokesman for their service, they will protect their service. That is
their job.

But in the end, they also have a bigger responsibility, and that
is the entire enterprise. And the chiefs had to make some very
tough recommendations based on these fiscal restraints. And so I
think I did a very effective job, much because General Dempsey
helped them work through all this. It wasn’t easy for anybody.

And so, therefore, your direct question to me, those were rec-
ommendations in almost every case that came from the Service
Chiefs, the secretaries, on what they thought they were going to
need with the restraints, fiscal restraints to protect the country, do
the job that they are asked to do.

Mr. COLE. I am sure this was taken into consideration, this is
last point, and I don’t need a follow-up answer. But this is an asset
that does enhance the capability of our allies. It is not just an asset
for us. And so in that sense, it is a force multiplier. I think one
of these things can enormously useful. That is really how we are
using it now, as I understand it, in Romania and Poland. And it
is something, it is a capability that not very many other people
have that we do, obviously.

Secretary HAGEL. No, there are strong arguments, Congressman,
on both sides of that. Those are close calls. I mean, I get it.

Mr. FRELINGHUYSEN. Mr. Cole.

Mr. CoLE. I am sorry we put you in that position. I am sorry,
Mr. Chairman. Yield back.
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Mr. FRELINGHUYSEN. Mr. Cole, point is well taken. Mr. Ryan.
DOMESTIC NATURAL GAS

Mr. RYAN. Thank you, Mr. Chairman.

Thank you, gentlemen. I am going to cover a little bit of terri-
tory.

First, Mr. Secretary, I would like to thank you. Last time you
were here, I talked with you about an airman, Karl Hoerig, who
was murdered in my district, and his wife fled back to Brazil. And
I want to thank you for your help. And I may have a question or
two for the record on that issue.

With the issue of Ukraine, one of the issues, if you look at the
map of Ukraine, you obviously see a lot of gas pipelines coming in
and out of Russia. One of the things we are trying to do here is
export more of this newly accessed natural gas that we have in the
United States, in eastern Ohio and western Pennsylvania.

Can you just talk for a minute or two, General and Mr. Sec-
retary, about what you think the Pentagon, Department of Defense
position is on using our bounty that we have here as an oppor-
tunity to wean a lot of the European countries off of Russian nat-
ural gas?

Secretary HAGEL. Congressman, thank you for your comments
regarding your former constituent, too.

Well, first, that is not our area of responsibility, specifically, as
you know, as you implied. Not that we are unmindful, and cannot
be, of all the different tools that the President has to conduct for-
eign policy to assure our national security and our national inter-
ests around the world. And certainly your question brings into
focus one of those areas.

I know that the interagency is looking at all these different op-
tions. I am no expert on any of this, but I do know that one of the
issues that we are dealing with—we, not DoD, but just our econ-
omy domestically as far as exports and liquefied natural gas—is
our terminals. We don’t really have the facilities, that I know some
are being built and plan to be built.

But your bigger question, though, is one that we really don’t get
involved in. I don’t know, the Chairman may have a response to
it.

General DEMPSEY. Just to align myself with your thinking that
an energy independent and net exporter of energy as a nation has
the potential to change the security environment around the world,
notably in Europe and in the Middle East. And so as we look at
our strategies for the future, I think we have got to pay more and
particular attention to energy as an instrument of national power,
because it will very soon, in the next few years, potentially become
one of our more prominent tools.

DEFENSE INDUSTRIAL BASE

Mr. RyYAN. I appreciate that. We had a meeting with Ms. Merkel,
a year ago today, the German Study Group was in Germany. And
the first question she asked us was about how do we get some nat-
ural gas. And now the world is seeing how they are in the middle
of this whole play that is happening.
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The other issue and final question is regarding the defense in-
dustrial base. And I know you said earlier that the defense indus-
trial base is an important national asset, which those of us in the
industrial Midwest certainly know.

One of the issues is, as we move to cut some of these programs
and weapon systems, I think it is important for us to understand
how that is going to affect the industrial base, how that is going
to affect the supply chains, Tier 1, Tier 2, Tier 3, all the way down,
subcontractors, all the way through the supply chain. And I don’t
think that DoD has yet a full, deep understanding of the supply
chain.

And I want to know and ask, is there any move afoot or initiative
within the Department of Defense to really map and figure out
what this supply chain looks like? And it would certainly have ben-
efits into other manufacturing sectors as well.

Secretary HAGEL. Congressman, your point here is very, very im-
portant, and I alluded to it, as you noted, in my statement. But to
your question, yes, we do, matter of fact, pay a lot of attention to
this.

I don’t know if our under secretary for acquisitions has been up
here, Frank Kendall, to talk with any of you. I suspect most of you
know who he is. He comes from the business world. In fact, he is
a West Point graduate. But he has spent a lot of time on this, as
all of our chiefs have, our services have, because everyone recog-
nizes that industrial base is where that strength, where that comes
from.

Every decision we make, recommendation we make, factors that
in, Congressman. Now, you may disagree with some of the deci-
sions, but it goes back to what we have been talking about all
morning. I mean, when we are limited with resources, we have got
make some hard choices. I would like to keep all the airplanes fly-
ing and all the ships steaming, and more ships, more airplanes.
But I don’t have that opportunity to do that. So we have to make
tough choices.

But I want to assure you—and we will be glad to come over and
give you a complete briefing on this, too, as to how we do this—
that your point is a very important part of all our decision making.

General DEMPSEY. Mr. Chairman, could I just add.

Mr. FRELINGHUYSEN. Yes. Very briefly.

General DEMPSEY. To your point, I am sure there are things hap-
pening out there that we haven’t yet been able to fully understand.
So, for example, the big providers are able to absorb the uncer-
tainty that we are all confronted with. The smaller ones, sub-
contractors, are not. And so I am sure that in terms of the big pro-
viders, the effect is probably pretty minimal. But I think among the
small providers it is probably pretty significant, and it argues for
the kind of certainty we have been asking. Long-term certainly will
mitigate the risk that we lose some of these really important and
smaller providers.

Mr. FRELINGHUYSEN. Thank you, General.

Thank you, Mr. Ryan.

Mr. RYAN. Thank you, Mr. Chairman.

Mr. FRELINGHUYSEN. Mr. Womack. Thank you for your patience.
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ARMY AVIATION RESTRUCTURE

Mr. WoMACK. Thank you, Mr. Chairman.

And again, I would like to add my thanks to the panel here today
for their great service to our country. And I can’t imagine the dif-
ficulty you are having in making these tough choices.

At the risk of getting down in the weeds, maybe more appro-
priately at the hover level, I want to ask you for your explanation
on the decision to take attack aviation out of the Guard and put
it into the Active component in totality. And then there is a second
piece to this question that is more strategic thinking in nature.
Does it signal that there is a new construct to how we look at our
Guard and Reserve, who for many, many years, since the war on
terror began, has become more of an operational force? And now we
are making a proposal or making a decision to take strategic depth
away from attack aviation and put it in the Active component.

Does that signal a change in the construct of how we look at our
Guard and Reserve?

Secretary HAGEL. Thank you, Congressman. That is a critically
important question, and I am going to ask the General to address
it. Because he has probably—not probably. I can’t speak for the all-
knowing comptroller here, who is expert on everything, at least we
go to him for everything. But there is certainly nobody at this
table, nobody in this room I am aware of who knows more about
this question than the Chairman of the Joint Chiefs of Staff. So I
am going to defer. I have got an answer, but his will be better. So
let me defer my answer and let General Dempsey address this.

Mr. WoMACK. Please, General. Thank you.

General DEMPSEY. I can’t promise you better, but I will promise
you as much information as I can possibly provide. And I would be
happy to also take a further follow-on for the record.

[The information follows:]

We are continually assessing our force structure, to include the balance of forces
in the Active and Reserve Components. Moreover, we constantly look for more effi-
cient ways to manage the force while meeting combatant commander requirements.
Transferring attack aviation, the low-density/high-demand AH-64 Apache heli-
copters, from the Guard into the Active Component is an example of the normal re-
balancing of capabilities between components to better enable the Joint Force to
meet the needs of the combatant commands. This decision better enables Apaches
to be teamed with unmanned systems for the armed reconnaissance role as well as
their traditional attack role. Further, it provides the National Guard a more robust
capacity of the more versatile UH-60 Blackhawk. These aircraft not only improve
the National Guard’s capabilities to support combat missions, they increase their

ability to support civil authorities, such as disaster response, while sustaining secu-
rity and support capabilities to civil authorities in our states and territories.

General DEMPSEY. The Army is essentially trying to reduce the
number of platforms from seven to four, to replace some aging plat-
forms that, frankly, are just cost inefficient, and in so doing turn
the Apache helicopter both from an attack platform into a scout
helicopter, link it with some unmanned aerial systems in order to
form a scout weapons team.

To do that, their intent, as currently briefed, is to move the at-
tack helicopter fleet, as you know, into the Active component, but
replace the loss of aircraft in the Guard with lift helicopters, which
have both utility in a combat environment, but also in homeland
defense, humanitarian assistance, disaster relief.
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I can assure you it is not a move toward pushing the Guard back
into a strategic reserve. That is actually a separate issue. I can un-
derstand the question, and I can understand the concern on the
part of the Guard. But the Guard will always remain part of our
operational capability. Albeit the attack helicopter capability, the
rotary wing attack helicopter capability would be removed.

We are now in negotiation, frankly, and in discussion with the
Guard about how much of it can be operational at any given time
in balance with the Active component and how much of it then
would be in a more strategic role. And that is a discussion that will
persist for the foreseeable future as we determine what our needs
will be. But we are not trying to push the Guard onto the shelf,
I assure you.

Mr. WoMACK. My last comment would be this, and if you want
to respond to it, fine. You have already touched on this notion that
we are pretty good right now at counterinsurgency. We have been
doing that for a long time, we are really good at it.

Some of the more recent activities going on in Eastern Europe
concern me that we could be thrust back into some kind of full
spectrum operational environment. And we are not very good at
that now. We are not certified, as you called it, credentialed to do
that. We have to know up here, as we pivot to new threats, emerg-
ing threats, we have to know up here where we are weak in our
ability to respond, to project power into these trouble spots. And
the sooner the better.

So I got it. I agree with you. I am concerned about it. And I hope
that our Nation can become as concerned about it.

Mr. FRELINGHUYSEN. Thank you, Mr. Womack, for some excel-
lent, on-point questions.

Mr. Owens.

BASE RE-ALIGNMENT AND CLOSURE

Mr. OWENS. Thank you, Mr. Chairman.

Gentlemen, thank you for being here.

I want to go to an issue that has been raised several times. But
you have clearly, I think, laid out an argument that we have excess
weapon systems or at least aging weapon systems. We have facili-
ties that are, in your minds at least, not necessary. And, obviously,
that brings people along in the process as well. You have also told
us that we have not allowed you to plan to deal with that issue.

If you had the capacity to plan, how long would it take you to
construct something that would tell us where you anticipated being
after you made cuts, and then how would that lay over to what you
see as the mission and/or threats that you are trying to address?
Because it is clear to me that we have had a change in what we
see as our threat assessments over the last 10 or 15 years.

Secretary HAGEL. Congressman, were you speaking about—you
started in your comments about excess capacity. I am not sure

Mr. OWENS. You mean I wasn’t clear?

Secretary HAGEL. No, I wouldn’t put you in my category. Let me
take a run at what I think I can provide you here.

Mr. OWENS. Maybe I can clarify this. There has been a lot of talk
about BRACs. You said you can’t plan for a BRAC because you
don’t have authority to plan. What I am trying to understand is,
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if we gave you authority to plan, how quickly could you develop a
plan, present it to us, and how does that match up with our threat
assessments?

Secretary HAGEL. On BRAC, you mean?

Mr. OWENS. Right.

Secretary HAGEL. Well, we have done a lot of planning on that.
We know based on, to your point, corresonding threats, where
those threats are. For example, I laid out in my opening statement
just a brief four specific priorities on our defense strategy guidance,
QDR, what was the focus, homeland security, went right down
through that. Let’s just take those four priorities that the President
laid out 2 years ago, QDR. How do you implement the plans the
programs, the missions in order to develop, sustain, and then im-
plement those strategies to deal with the threats?

And so, yes, we have got a pretty good sense of overhead and
structures and so on that we could do without, that don’t, in fact,
factor into the strategic threats that you noted have changed sig-
nificantly in the last 10, 15 years.

Mr. OWENS. It doesn’t appear to me that the public understands
that you have had this change in threat assessment and what
those threats are and how you would meet those threats. I don’t
think that is well understoood by the public.

Secretary HAGEL. Well, maybe not. I mean, if you start with the
President’s Defense Strategic Guidance and then QDRs, I suspect
most in the public don’t spend that much time going that deep
down into it, and maybe we haven’t articulated clearly enough
what we see as threats. But I think, you know, in speeches I give,
the Chairman gives, our chiefs give, we talk about those all the
time, cyber terrorism, so on. And so maybe we could crisp that up
better.

When I go out and speak or when I take questions and when I
am on different forums, different settings, not just up here, as the
Chairman does often, we are often asked that, I mean, by the
media, by others in various ways. But I don’t think it has been any
particular secret as to where we thought we needed to go and what
the threats were.

Mr. FRELINGHUYSEN. General Dempsey.

General DEMPSEY. Let me take a really brief swing. This is the
elevator speech of national security strategy.

Our threats can be described as two, two, two, and one. Two
heavyweights: Russia and China. Two middleweights: Korea and
Iran. Two networks: Al Qaeda and the transnational criminal net-
work that runds from south to north in this hemisphere. And one
domain: cyber.

And in response to that we have distributed the force, we have
a very good idea of how much of it should be foreard deployed, how
much should be rotational, and how much should be in we call it
surge capability and the homeland. We have got that. We can cer-
tainly provide that.

Mr. OWENS. Thank you.

[The information follows:]

Our global posture analysis, which includes forces, footprints, and agreements

with Partner Nations, is an on-going and dynamic process that involves multiple co-
ordinated efforts. We carefully balance the need to provide forces to the geographic



66

combatant commands to assure our allies and deter our adversaries with the need
to preserve ready units for homeland defense and surge events. This delicate bal-
ance is measured against our strategic pillars, National Security Initiatives, and
mission prioritizations. This review yields a set of forces that are forward-based
(stationed), forward-deployed (rotational) from the U.S., and forces that can be de-
ployed in response to crisis or war (surge). The combatant commands have forces
with which to plan and conduct current operations, and the Services manage forces
for steady-state missions while providing a hedge for unforeseen contingencies.

Mr. FRELINGHUYSEN. Let me just comment before I go to Mr.
Aderholt. A lot of emphasis is placed on all these assessments and
QDR. And, of course, it didn’t escape you that in the most recent
one, of 64 pages, Russia was only mentioned once. I think you per-
haps saw that. I mean, that is pretty alarming.

Mr. Aderholt.

SPACE LAUNCH ROCKET ENGINES

Mr. ADERHOLT. Thank you. I join my colleagues in welcoming
you to our subcommittee. And it is great to have you here this
morning.

Concerning the Ukrainian situation, touch base about it just a
minute. My question would be, do you feel like—and I will address
this first to the Secretary and then to the Chairman, or whoever
would like to respond to it—but does it demonstrate it is time for
us to move ahead promptly more with a joint Air Force-NASA
funding to develop additional capabilities for making powerful rock-
et engines here in the U.S.? Just your thoughts on that.

Secretary HAGEL. You are obviously referring to the relationship
we have with the Russians on

Mr. ADERHOLT. Yes.

Secretary HAGEL [continuing]. On their rocket motors.

Well, I think this is going to engage us in a review of that issue,
I don’t think there is any question about that.

Mr. ADERHOLT. But do you feel that this is something that is ris-
ing to the forefront now with this Ukrainian situation?

Secretary HAGEL. Yes. As I just said, I think there is no question
it is

Mr. ADERHOLT. Yeah.

Secretary HAGEL. Sure.

General DEMPSEY. Well, as you know, we have got relationships
not only in the issue of commerce and trade with Russia, but the
northern distribution network coming out of Afghanistan, coopera-
tion on counterterror and counterpiracy; many, many different
areas where we have a relationship with them, and I think they
will all be under some scrutiny, depending on how the issue in the
Ukraine evolves.

LITTORAL COMBAT SHIP

Mr. ADERHOLT. Let me move over quickly to the LCS. I know it
has already been mentioned here this morning, but you know, of
course, some concerns about I think about every ship in the fleet
will be equally armored, but be that as it may, I believe that the
threats which the current LCS are designed to address need to be
defended against probably as we go for the budget process. But in
the fiscal year 2015 budget report, the Navy, I understand, ac-
quires three LCS ships instead of four as originally planned. Given
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the situation, how do you decide which of the two versions of the
LCS to put on hold for a year?

Secretary HAGEL. Well, first of all, we are not putting anything
on hold with the production line that is in place. What I have said
is that of 32 LCSs, 24 have already been contracted for, and an-
other 8 will need to be contracted for. Those go forward. Those are
ongoing now. We budget for them, so there is no change. Those will
go right into fiscal year—in the current production line, 2020, so
that doesn’t change.

What I have asked the Navy to do is to come back to me, as you
may know or you may have seen the memo, and address the issue
of if we are projecting out a 300-ship Navy, is it the smartest place
we can have a sixth of our ships, LCSs? That is what we are pro-
jecting. In the light of some of the points that have been made here
today, the new emerging technologies and threats that our adver-
saries have, is this really what we need and what we want, we
should be spending our money on?

You are correct, the LCS was designed for specific missions, and
that isn’t changing. We are going ahead with those, for those mis-
sions, but then we are talking about, well, is that where we need
another 20, which then that would represent a sixth of our Navy.
So that is the question.

Your point about the two holds, one, as you know, being pro-
duced in Alabama and the other in Wisconsin, what I have asked
the Navy to go do is look at those two holds; is there any variations
that can come with already what is in the production line, re-
search, technology, everything we know about, so you don’t start
over. How do you come back to me, will you come back to me with
some thoughts about a more survivable ship, a more up-gunned
ship, a more capable ship than what the LCS is presently? So that
is the decision. Then we will make a decision in the next budget
on that.

Mr. ADERHOLT. Okay. Thank you.

Thank you, Mr. Chairman.

Mr. FRELINGHUYSEN. Thank you. And the cost.

Secretary HAGEL. I am sorry?

Mr. FRELINGHUYSEN. The cost of that.

Secretary HAGEL. The cost.

Mr. FRELINGHUYSEN. The cost. That is one of our primary fo-
cuses.

Secretary HAGEL. Yes.

Mr. FRELINGHUYSEN. Of what might succeed

Secretary HAGEL. That is right.

Mr. FRELINGHUYSEN [continuing]. Represent and upgrade.

Secretary HAGEL. That is right.

Mr. FRELINGHUYSEN. Yes, Ms. Kaptur.

FORCE INTEGRATION/ALCOHOL ABUSE

Ms. KAPTUR. Thank you, Mr. Chairman, and again, thank this
panel. We really appreciate your service to our country and your
being here today. You are under a lot of pressure on many levels,
and we thank you for your great intelligence and your composure.

I am going to ask for three items for the record, so I will just
tick these off very quickly and then ask my question. For the
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record, I would appreciate any information the Department has on
Ukraine’s military losses, including wounded and their engage-
ments in support of our efforts on the global war on terrorism.

[The information follows:]

Industrial base impact (at all levels of the supply chain) is an important consider-
ation factored into the Department’s investment planning and budget preparation.
In 2013, the Department implemented its first widespread application of Sector-by-
Sector, Tier-by-Tier (S2T2) Fragility and Criticality (FaC) assessments with the
Services and Defense Agencies. These assessments systematically evaluate the need
for program adjustments or investments to sustain specific niches in the defense in-
dustrial base. The framework allows DoD leadership to better consider industrial ca-
pabilities spanning multiple sectors, tiers, Services, and programs as part of DoD’s
normal budget process. FaC assessments measure the criticality of a capability; the
impact of losing the capability, including the difficulty of restoring it; the fragility
of a capability; and the difficulty of obtaining a capability when needed. A summary
of S2T2 FaC assessments will be included in the 2014 Annual Industrial Base Capa-
bilities Report to Congress.

Results of the S2T2 fragility and criticality assessment are reflected in the FY15
President’s Budget Request including investments for Air Force and Navy high-per-
formance jet engine technology development, Army next generation ground combat
vehicle design teams, and missile industrial base for production process improve-
ments/automation and material/technology upgrades for enhanced performance.

In addition, the Department initiated a new program in FY14, Industrial Base
Analysis and Sustainment Support, which will fund projects that preserve critical
defense industrial base capabilities through a break in production that would other-
wise have to be recreated later at a higher cost to the taxpayer. These projects are
rated by the S2T2 FaC criteria. FY14 will fund focused projects for Butanetriol, a
solid rocket fuel precursor chemical; Infrared Focal Plane Arrays; Advanced Thrust-
ers for Solid Rocket Propulsion; and Test Facilities for Radiation Hardened Elec-
tronics.

While the Department is committed to achieving the best possible balance be-
tween affordability and capability, budget cuts are and will continue decreasing pro-
duction and R&D for all defense systems and we cannot afford to “fix” all of our
industrial base vulnerabilities. In general, we are concerned about maintaining en-
gineering design capabilities in several sectors, most notably for tactical aircraft and
rotary wing.

e To address tactical aircraft concerns, the Department has initiated an Air Domi-
nance Initiative (ADI) led by DARPA with extensive participation from both the
Navy and the Air Force partnered with major tactical aviation industry sup-
pliers. This ADI team is exploring concepts for the next generation of air domi-
nance and undertaking prototyping efforts based on the results of concept explo-
ration. The Department continues to promote competition and innovation in
aeronautics with its investments in enabling technologies and programs, includ-
ing the Unmanned Carrier Launched Airborne Surveillance and Strike
(UCLASS) aircraft and the Long-Range Strike Bomber (LRSB).

e With regard to rotary wing concerns, DARPA has launched the vertical take-
off and landing (VTOL) X-Plane program to challenge industry and innovative
engineers to concurrently push the envelope in four areas: speed, hover effi-
ciency, cruise efficiency, and useful load capacity. They are looking for true
cross-pollinations of designs and technologies from the fixed-wing and rotary-
wing worlds. Additionally, the Future Vertical Lift Joint Multi-Role Technology
Demonstrator (JMR-TD) program will also encourage innovation and enhance
competition for rotary wing platforms.

The Department has also worked with other government rocket propulsion stake-
holders (Services, NASA, & OSTP) to establish a collaborative body within the Joint
Army, Navy, NASA, and Air Force (JANNAF) construct to address rocket propulsion
industrial base issues. We are leading activities associated with implementing the
Government’s Course of Action for sustaining the solid and liquid propulsion indus-
trial base.

The Department is working through the Defense Ordnance Technology Council to
address industrial base concerns associated with developing and executing missile
fuze and thermal battery risk mitigation activities. We are also developing a strat-
egy to address ammonium perchlorate industrial base issues.

As the Department continues to refine and implement S2T2 FaC assessments, we
will increase our knowledge of those capabilities that truly need to be preserved as



69

well as help inoculate the Department against concerns not related to industrial
base risk.

Number two, in terms of a defense industrial base, a summary
of vulnerabilities, componentry, processes, and trained employees
in the sectors you deem most critical.

[The information follows:]

Industrial base impact (at all levels of the supply chain) is an important consider-
ation factored into the Department’s investment planning and budget preparation.
The Department conducted its first widespread application of Sector-by-Sector, Tier-
by-Tier (S2T2) Fragility and Criticality (FaC) industrial base assessments with the
Military Services and Defense Agencies in 2013. These assessments systematically
evaluated the need for program adjustments or investments to sustain specific
niches in the defense industrial base. The framework allows DoD leadership to bet-
ter consider industrial capabilities spanning multiple sectors, tiers, Services, and
programs as part of DoD’s normal budget process. FaC assessments measure the
criticality of a capability; the impact of losing the capability, including the difficulty
of restoring it; the fragility of a capability; and the difficulty of obtaining a capa-
bility when needed.

The S2T2 fragility and criticality assessment results were used to balance short
and long-term risks, and balance cuts to capabilities, in moderation. These decisions
are reflected in the FY 2015 President’s Budget Request, which include investments
for Air Force and Navy high-performance jet engine technology development, Army
next generation ground combat vehicle design teams, and missile industrial base for
production process improvements/automation and material/technology upgrades for
enhanced performance.

In addition, the Department initiated a new program in FY 2014, Industrial Base
Analysis and Sustainment Support, which will fund projects that preserve critical
defense industrial base capabilities through a break in production that would other-
wise have to be recreated later at a higher cost to the taxpayer. These projects are
rated by the S2T2 FaC criteria. FY 2014 will fund focused projects for Butanetriol,
a solid rocket fuel precursor chemical; Infrared Focal Plane Arrays; Advanced
Thrusters for Solid Rocket Propulsion; and Test Facilities for Radiation Hardened
Electronics.

While the Department is committed to achieving the best possible balance be-
tween affordability and capability, budget cuts are and will continue decreasing pro-
duction and research and development for all defense systems, and we cannot afford
to “fix” all of our industrial base vulnerabilities. In general, we are concerned about
maintaining engineering design capabilities in several sectors, perhaps most notably
for rotary wing. For instance, the Defense Advanced Research Projects Agency has
launched the vertical take-off and landing X-Plane program to challenge industry
and innovative engineers to concurrently push the envelope in four areas: speed,
hover efficiency, cruise efficiency, and useful load capacity. They are looking for true
cross-pollinations of designs and technologies from the fixed-wing and rotary-wing
worlds. Additionally, the Future Vertical Lift Joint Multi-Role Technology Demon-
strator program will also encourage innovation and enhance competition for rotary
wing platforms.

The Department has also worked with other government rocket propulsion stake-
holders (Services, NSA, and the Office of Science and Technology Policy) to establish
a collaborative body within the Joint Army, Navy, NASA, and Air Force to address
rocket propulsion industrial base issues. We are leading activities associated with
implementing the Government’s Course of Action for sustaining the solid and liquid
propulsion industrial.

Through the Space Industrial Base Council and the Critical Technologies Working
Group, the Department is assessing and identifying actions to preserve and sustain
essential capabilities and critical sub-tier vendors within the broader space indus-
trial base. Risks are identified through annual S2T2 analysis efforts and then co-
ordinated and ranked with interagency space partners for resourcing and action.

The Department is working through the Defense Ordnance Technology Council to
address industrial base concerns associated with developing and executing missile
fuze and thermal battery risk mitigation activities. We are also developing a strat-
egy to address ammonium perchlorate industrial base issues.

As the Department continues to refine and implement S2T2 FaC assessments, we
will increase our knowledge of those capabilities that truly need to be preserved as
Evell as khelp inoculate the Department against concerns not related to industrial

ase risk.
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Number three, there was nothing really in the testimony today
dealing with energy security. There was some reference in the
question, but in the quadrennial Defense Review, there was a little
bit in there, but I am very interested in how you, across depart-
ments, deal with the management structure to lead the Depart-
ment towards energy security and independence, and in so doing
lead our country in that direction.

[The information follows:]

The Department incorporates the geostrategic implications of global energy supply
and demand into our strategic planning. More directly, for the Department, energy
security means having assured access to the reliable supplies of energy for military
forces and operations and the ability to protect and deliver sufficient energy to meet
mission essential requirements. Building on the strategic direction in the 2014
Quadrennial Defense Review, the Department issued a policy directive (DoD Direc-
tive 4180.01) on April 16, 2014 that will enhance military capability, improve energy
security, and mitigate costs in its use and management of energy. The Directive in-
stitutionalizes the imperative to improve our use of energy and assigns responsibil-
ities for implementing these actions across the Department. Regarding collaboration
with other agencies, our Memorandum of Understanding with the Department of
Energy is a good example. It provides a framework for steadily strengthening the
collaboration and information sharing between both departments regarding energy
technology in such areas as permanent and contingency bases and ground vehicles.

In terms of questions, in following Mr. Womack’s question, he
has left the room at this point, but in evaluating your spending re-
ductions, across various categories and cost savings associated with
these hard choices, I was surprised that the Guard and Reserve
was also reduced. And in the region that I represent, I will give you
a real specific example of what appears to have happened.

I support the Guard and Reserve very heavily. They have just
performed superbly, and they cost less, but yet at our F-16 unit
in northern Ohio, for the first time someone from Active Duty has
come to command the base. This may be something strategically
important that is beyond my ability to comprehend, but never be-
fore have we had someone come from Active Duty into a Guard sit-
uation at a base that is so highly ranked. And I thought, hmm,
does that cost more than someone residing within the Guard?
Maybe it is an anomaly, maybe it is something that is unusual
with the blending of force, but if that is happening across the coun-
try, it is going to cost us more money, I think.

So I just point that out. With all these changes happening at the
Department of Defense, I just think, following with what Mr.
Womack said, we need to really look at that and make sure that
Guard and Reserve are properly respected on many levels, because
you are really dealing with tough budget choices.

Finally, I wanted to reference the area of human effectiveness,
brain research that DARPA is doing, so important. We didn’t talk
much about DARPA today, but I want to pinpoint mental health
of our troops, and particularly alcohol abuse. The most current re-
port suggests alcohol use disorders, such as alcohol abuse and alco-
hol dependence, to be three times more prevalent in the military
than PTSD. How is the military managing what appears to be an
epidemic of alcohol misuse, abuse, and dependence, and the co-oc-
currence of alcohol misuse in a soldier who is either depression or
PTSD, is recognized as being a common route by which impaired
soldiers downwardly drift, leading to attempted suicide. Essentially
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alcohol abuse converts a soldier who is depressed and thinking sui-
cide to one who plans and attempts suicide.

So this issue of alcohol abuse across the force, including in our
veteran population once they are discharged, is very serious. I
would just like a comment on that today, and then if you want to
provide additional for the record, terrific.

[The information follows:]

In 2012, DoD released a review of policies and programs for the prevention, diag-
nosis, and treatment of Substance Use Disorders (SUDs) in members of the Armed
Forces. Concurrently, the Institute of Medicine conducted an external review of DoD
SUD policy and programs. A recently submitted Report to Congress, dated October
10, 2013, focused on outlining DoD activities that ensure a comprehensive approach
and plan for the prevention, diagnosis and treatment of SUDs. The Department has
published two new instructions related to substance use: DoD Instruction (DoDI)
1010.01, “Military Personnel Drug Abuse Testing Program,” was published on Sep-
tember 13, 2012, to establish standards for specimen and data collection on drug
use and misuse and to direct the Services to issue guidance regarding participation
in national anti-drug awareness, community outreach, and education campaigns.
DoDI, 1010.04, entitled “Problematic Substance Use by Department of Defense Per-
sonnel,” was published on February 20, 2014, establishing requirements for preven-
tion, screening, and intervention for SUDs. New initiatives include the use of the
Screening, Brief Intervention, and Referral to Treatment (SBIRT) model across the
continuum of care. SBIRT is a comprehensive, integrated, public health approach
to the delivery of early intervention and treatment services for persons with SUDs,
as well as those who are at risk of developing these disorders. SBIRT includes the
routine screening of patients for unhealthy alcohol use by using an empirically vali-
dated measure and prescribes interventions consistent with an identified risk.

The Department also continues to improve the flexibility of information tech-
nology platforms that track prescription medications in an effort to inhibit the diver-
sion and misuse of prescribed medications. The Department is monitoring the imple-
mentation of the U.S. Army’s Confidential Alcohol Treatment and Education Pilot,
which has expanded confidential substance use treatment services for Active Duty
personnel. Lessons learned from this pilot may provide new insights and strategies
for broadening the implementation of SUD treatment without impacting force
health and readiness. In addition, there are several proposed changes to the
TRICARE SUD benefit which are ongoing or under review. DoD has published a
proposed rule lifting the ban on opioid replacement therapies, thus increasing the
pharmacologic options for those suffering with an opiate addiction. Also, the Depart-
ment is reviewing recommendations to lift current lifetime and annual benefit limits
on SUD care and is exploring alternatives that would permit the delivery of SUD
care in settings outside of a TRICARE certified Substance Use Disorder Rehabilita-
tion Facility. These combined efforts will help to ensure a standardized, integrated
approach to the screening, education, early intervention and recovery for unhealthy
alcohol use among our military members.

General DEMPSEY. Sir, if you want to take the alcohol abuse one,
and, I mean, clearly we are focused on all manner of social chal-
lenges we have with the force, but let me just really briefly on the
Guard.

The Air Force has actually been the most innovative force of all
in integrating their Active component and Guard. I went and vis-
ited a B-2 squadron, and when they lined up the crew of the B—
2 in front of it and introduced me, about every third member was
a member of the Guard.

So they are looking at ways to integrate the force, and I would
like to believe, but will check, that what you see manifest in the
question you have asked is part of that integration, and that some-
where else there is a national guardsman taking command of an
organization that heretofore has always been Active. But I will
check with the Air Force.

The only thing other thing I would say, and I will take it for the
record to give you analytics, that cost issue is really a challenging
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one. The fact is, if you want a guardsman to be as ready tonight
as an Active component soldier, sailor, airman, or marine, it is
going to cost you the same thing. You buy readiness, how quickly
can you have that man or woman deploy, and that costs exactly the
same. So, we will give you the data to document that.

[The information follows:]

The cost to deploy a unit of active or reserve forces is roughly equivalent; how-
ever, there are cost differences in preparing active and reserve units prior to deploy-
ment. These differences occur primarily due to the number of training days for re-
serve forces—generally 39 days a year, increasing as a reserve unit approaches a
deployment date. In peacetime, active units are funded to maintain a higher level
of readiness relative to reserve component units and, therefore, cost more per unit.
If you want a Guardsman to be as ready and capable as someone who is active, then
you must pay for them to achieve that level of readiness, and the costs become
equal.

Reserve component units are generally resourced at a lower level of readiness in
peacetime and require additional time and resources to be ready for deployment, al-
though there are some exceptions, particularly in the Air Force. These training
times range from days to months, depending on the unit type, and will affect the
time for each unit to be ready to deploy.

Mr. FRELINGHUYSEN. Ms. Kaptur.

Ms. KAPTUR. Thank you. And I wanted again to acknowledge Mr.
Hale’s exemplary service to our country. We wish you Godspeed in
the months and years ahead, and thank you so very much.

Mr. FRELINGHUYSEN. Thank you, Ms. Kaptur.

Anchoring our questioning is Judge Carter from Texas, who, I be-
lieve, has some of the strongest military presence of any Member
of Congress in his congressional district. Judge Carter.

PURPLE HEART ELIGIBILITY REVIEWS

Mr. CARTER. Thank you, Mr. Chairman. We like to hope so any-
way, and welcome and thank you for being here. I apologize for
being bouncing in and out, but I am chairing a hearing across the
hall, and I have to get over there once in a while to make sure it
is moving along.

To start off with a more provincial question, fiscal year 2014 de-
fense authorization required two reviews and reports regarding the
issuance of the Purple Heart. The reports are due not later than
180 days from passage, which means this May. One review is of the
attacks at Fort Hood, Texas, and Little Rock, Arkansas, of what re-
quires anyone determined to be eligible for that review to receive
the Purple Heart.

The second review is a broader look at whether the criteria for
awarding the Purple Heart is still relevant in today’s battlefield
and requests your recommendations for any changes in that cri-
teria.

Mr. Secretary, I hate to get local, but this issue is very important
to me. I represent Fort Hood, and the community that I represent
has a keen interest in this issue. It also has significant impacts on
the Department. Can you provide the current status of that, the re-
port preparation, any updates you can give and about these reports
that are due in May?

Secretary HAGEL. The reports are ongoing. The recommendations
have not been presented to me yet. It is something that I watch
very carefully. You might be aware that I have asked for a com-
plete review of all our military decorations in light of I think it is
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just important to do that every now and then as we have come out
now, coming out our military combat action portion of the longest
war we have been in in Afghanistan. I think it is a smart thing,
appropriate thing to do, so there is an ongoing review of all our
military decorations. And this specific area that you have men-
tioned, because it is specifically noted in the 2014 budget, I will get
the recommendations, I will make a decision, we will be—obvi-
ously, we are working with the Congress on this, and we will be
in touch with you on it.

FORCE REDUCTIONS

Mr. CARTER. Well, we look forward to that report in May. It is
important to our community.

If I may, another line of questioning here. Mr. Secretary, this
budget proposes significant force reductions, particularly in the
Army. Our men and women join the service with the under-
standing that they would be performing duties associated with
their military occupational specialty, or MOS. Recently I have
heard concerns about the effect of morale of service members who
are being tasked to perform duties that have nothing to do with
military skills.

The morale of our service members severely impacts efficiency
and performance of our military and must be taken into consider-
ation in seeking these efficiencies. Has this issue been brought to
your attention? How do you plan to address this issue to ensure
that our men and women are performing tasks they signed up for?
As DoD reduces its civilian and military workforce, as this budget
proposes, can we anticipate service members will have to perform
more of the support roles that were once conducted by civilian
workforce? And finally, what consideration, if any, does DoD give
to the effects these civilian workforce reductions have on the sur-
rounding communities around our military installations?

Secretary HAGEL. Judge, I am going to respond briefly, and then
I am going ask General Dempsey to respond to this question, be-
cause I think it is important you hear from the Chairman of the
Joint Chiefs of Staff on this.

First, the morale of an institution, our military, nothing more im-
portant. I am committed to assure that.

Second, we have a professional military. They don’t peel potatoes
anymore, like I did once, and maybe you did, when I was in the
military. This is a professional group of men and women. We treat
them as professionals. We ask them to undertake professional as-
signments that they were trained for. If there are specific examples
or areas where that is not happening, I want to know about it, and
I know Chairman Dempsey wants to know about it, our Chiefs
would want to know about it. I will do everything I can while I am
Secretary of Defense to assure that.

So that would be my general commitment to you and to the peo-
ple of this country and to our military, and this just won’t happen
as long as I am here, but let me ask the chairman.

General DEMPSEY. Yeah, and I will answer this briefly, and we
will follow up with you, Congressman.

In adjusting to our new budget reality, we, of course, have had
to issue guidance to the force on displacing, in some cases, contract
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workers. Over the last 10 years when we had a budget where we
were able to do so, for example, you might have noticed most of our
installations were guarded by civilian contractors.

So, as we have adjusted to the new fiscal reality, the guidance
has been, put soldiers back into those functions, but only if they
can relate to their responsibilities as—I am using soldiers, but it
is true of all the services. So one of the responsibilities of a soldier
is inherently guard things. That is what we do. And so putting sol-
diers back on the front gate at Fort Hood makes perfect sense and
is consistent with what you would expect of a soldier.

Where there may be other things happening, and we learn about
them, we adjust it. But we are doing more than we did before at
garrisons because we have got less money to spend to have others
do it for us.

Mr. FRELINGHUYSEN. Thank you.

Mr. CARTER. And I am not saying this is happening at Fort
Hood, but the question comes up, do you want an MOS that is an
artillery man pushing a lawnmower?

Secretary HAGEL. No.

Mr. CARTER. And that is why I ask the question.

Mr. FRELINGHUYSEN. Thank you, Judge.

Mr. CARTER. Thank you, Mr. Chairman.

Mr. FRELINGHUYSEN. Thank you, Judge Carter.

Mr. Kingston.

Mr. KINGSTON. Thank you, Mr. Chairman.

A—10 AIRCRAFT

To our distinguished panel, I am sorry. I am chairing another
committee right across the hall with another Secretary, so I apolo-
gize f(’ior going back and forth. I will submit my questions for the
record.

I would be remiss in my duty representing actually every branch
of the military in my district, but also particularly the Air Force
and the Army, A-10s, Air Force loves them, Army lives and
breathes by them, and so I wanted just to make sure you knew
how the Georgia delegation feels about A—10s.

And then also the proposal of the Commission for restructuring
the Air Force in regards to the Air Force Reserve Command, I will
have a question submitted to you on that. And then also potentially
transitioning JSTARS to a bizjet of some sort in terms of a plat-
form that gets them up faster. And so, aside from that, I will sub-
mit the questions.

Mr. FRELINGHUYSEN. Thank you, Mr. Kingston.

Mr. Visclosky.

SPECIAL FORCES

Mr. ViscLosky. Thank you, Mr. Chairman.

Gentleman, I just want to note that the budget proposes reduc-
tions in services end strength, but notice that there is a request for
a Special Operations Command to receive a 10 percent increase
over fiscal year 2014 in Active levels.

Last October, the Joint Staff authorized the Special Operations
Command to develop a detailed campaign plan to establish a global
Special Operations Forces. It also directed that it must maximize
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the use of existing infrastructure and, at a minimum, be cost neu-
tral and offer scalable options under reduced cost and force struc-
tures. The fiscal year 2015 budget requests funding to begin new
activities associated with the global SOF network vision, and also
there is budgetary document language talking about obtaining the
necessary authorities.

The Special Forces are special, but from this Member’s perspec-
tive, anybody who puts on that uniform is special, and I do have
a very serious concern about the accretion within Special Forces,
and also that everyone understands that there is a Title 10 author-
ity for Special Forces.

So I want to make it very clear, and I am, again, speaking for
myself. I have a deep concern. I understand that Admiral McRaven
is coming in. We are going to have a full hearing on this issue. But
I just wanted you to understand my concerns.

Thank you very much, Mr. Chairman.

Mr. FRELINGHUYSEN. Thank you, Mr. Visclosky.

On behalf of the committee, let me thank all of you for your testi-
mony this morning and this afternoon. We focused a number of
questions, and you have provided answers. We have a bucketful of
other questions that we would like answered on a timely basis
which go to your important work representing the world’s best mili-
tary. And as someone who once performed KP, I am aware that
even the man or woman on the lowest rung of the ladder is part
of a remarkable team of heroes.

So, with that, we are adjourned. Thank you.

[CLERK’S NOTE—Questions submitted by Mr. Rogers and the an-
swers thereto follow.]

NEED

Question. Does TriCare provision of pediatric/adolescent psychological services
meet present and anticipated demand?

Answer. Yes, TRICARE has implemented many initiatives to ensure pediatric/ado-
lescent psychological services meet current and anticipated demand. TRICARE
plays a significant role in caring for our Active Duty Service members, retirees and
their families and is continually evaluating and adjusting its programs and policies
to ensure that eligible beneficiaries are receiving the mental health care services re-
quired. TRICARE, through the Managed Care Support Contractors (MCSCs), has
established networks of civilian providers world-wide. The MCSCs primarily estab-
lish networks as a means of augmenting Military Treatment Facilities’ (MTFs) capa-
bility and capacity; however, the MCSCs have added networks in some additional
areas distant from MTFs.

TRICARE beneficiaries usually constitute only a small portion of any particular
civilian provider’s practice, and TRICARE has a good deal of flexibility in expanding
or contracting the size, composition, and use of the network in response to changes
in MTF capability and capacity. For example, since October 2004, network out-
patient behavioral health care visits for Active Duty family members 17 and under
increased. This increased need for services was met by drawing on the nationwide
unusedknetwork capacity and by adding thousands of additional providers to the
network.

Question. What is the number of TriCare eligible children who are presented for
the treatment of psychological illness each year? Within this population, what per-
centage are related to child psychological health consequences of military personnel
traumatic brain injury (TBI), post-traumatic stress disorder (PTSD), and other mili-
tary-related chronic stress?

Answer. The association between children with mental health conditions and pa-
rental PTSD, TBI, and other military-related chronic stress cannot be quantified;
however, the table below represents the number of beneficiaries from birth to age
seventeen with primary mental health, PTSD, and/or acute stress diagnoses across
fiscal years 2005 to 2014.
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Question. Has there beeen an increase in the need for pediatric/adolescent
pychological treatment in the military health care system during the last ten years?
Is a future increase in demand anticipated?

Answer. Yes, there has been an increase in mental health diagnoses among bene-
ficiaries age 17 and under and this increase is consistent with the trend also seen
in the general population. Based on these trends, it is reasonable to assume that
the demand will continue to increase. The number of pediatric and adolescent bene-
ficiaries who had a primary mental health diagnosis increased from 187,019 in Fis-
cal Year 2005 to 260,803 in Fiscal Year 2013. The beneficiary population actually
decreased from 2,053,847 in 2005 to 2,031,581 in 2013, meaning that the percent
of the beneficiary population who had at least one mental health encounter in-
creased from 9.1% in 2005 to 12.8% in 2013.

The Services have robust staffing models, including the Psychological Health
Risk-Adjusted Model for Staffing (PHRAMS). PHRAMS was developed to provide
the Services with a tool using a consistent methodology to define the appropriate
number of mental health personnel to meet the mental health care needs of Service
members, retired members, and their families. PHRAMS and other mental health
staffing models permit the Services to make adjustments in planning assumptions
to meet the needs of individual communities to determine the appropriate number
and mix of mental health personnel required in Miliary Treatment Facilities (MTF).

Additionally, TRICARE has a good deal of flexibility in expanding or contracting
the size, composition, and use of the network in response to changes in MTF capa-
bility and capacity. For example, the increase need for services from October 2004
to 2013 was met by drawing on the nationwide unused network capacity and by
adding thousands of additional providers to the network. Finally, the National De-
fense Authorization Act for 2014 (Title V, Subtitle C, “Mental health counselors for
service members, veterans, and their families”) directed the Secretary of Defense
and the Secretary of Veterans Affairs to provide a joint report that describes a co-
ordinated, unified plan to ensure adequate mental health counseling resources to
address the long-term needs of all members of the armed forces, veterans, and their
families. As part of this request, the Department is conducting a formal review of
current mental health staffing, resources, and future demand.

Question. Compared to the general population, is the pediatric/adolescent military
dependent population at increased risk of PTSD, PTSD-like symptoms, and other
psychological disorders?

Answer. According to a large study of 307,520 children conducted by the U.S.
Army (Mansfield, et al, Deployment and Mental Health Diagnoses Among Children
of US Army Personnel, Archives of Pediatric/Adolescent Medicine. 2011;165(11):999—
1005), 16.7% had a least one mental health diagnosis. This is consistent with the
overall prevalence of a mental disorder in a given year reported in the general popu-
lation, which according to the Centers for Disease Control (CDC) (estimate is be-
tween 13-20%. The study also reported that children of deployed Service members
have higher rates of specific mental health disorders than the general population,
particularly for depression (5.6% prevalence compared to CDC’s 2.1%) and pediatric
behavioral issues (4.8% prevalence compared to CDC’s 3.5%). Disorders of stress (a
category that combines the diagnoses of acute stress reaction/adjustment disorder,
neurotic disorder, posttraumatic stress disorder [PTSD] and other stress disorders)
were assessed at a prevalence of 5.9% among children of deployed Service members,
which was only slightly higher than the CDC prevalence rate of 5.0% for PTSD
alone is 5.0%. This suggests that children of deployed Service members may be at
higher risk for depression, pediatric behavioral issues, and, to a lesser extent, PTSD
or PTSD-like symptoms, compared to the general population.

Question. How do the psychological/psychiatric health issues seen in military chil-
dren differ from the psychiatric issues seen in the general population?

Answer. At least three studies suggest that children of deployed Service members
have higher rates of depression than the general population. A 2005 United States
(U.S.) Army survey found that approximately one in four children experienced de-
pressive symptoms when a parent(s) was deployed (Orthner, D. et al, 2005). Another
study, Children in the Homefront: the Experience of Children from Military Families
(Chandra A. et al, 2010), found that school aged children scored 2.5 times higher
risk for emotional problems than the national norms. According to a large study of
307,520 children conducted by the U.S. Army (Mansfield, et al, Deployment and
Mental Health Diagnoses Among Children of US Army Personnel, Archives of Pedi-
atric/Adolescent Medicine. 2011;165(11):999-1005), 16.7% had at least one mental
health diagnosis. This is consistent with the overall prevalence of a mental disorder
in a given year reported in the general population, which according to the Centers
for Disease Control (CDC) estimate is between 13—20%. The study also reported that
children of deployed Service members have higher rates of specific mental health
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disorders than the general population, particularly for depression (5.6% prevalence
compared to CDC’s 2.1%) and pediatric behavioral issues (4.8% prevalence compared
to CDC’s 3.5%). Disorders of stress (a category that combines the diagnoses of acute
stress reaction/adjustment disorder, neurotic disorder, posttraumatic stress disorder
[PTSD] and other stress disorders) were assessed at a prevalence of 5.9% among
children of deployed Service members, which was only slightly higher than the CDC
prevalence rate. This suggests that children of deployed service members may be at
higher risk for depression, pediatric behavioral issues, and, to a lesser extent, PTSD
or PTSD-like symptoms, compared to the general population.

RESEARCH

Question. Has pediatric/adolescent psychological health been recognized as a re-
search priority within the DoD? What is the research priority of child psychological
health consequences of military personnel traumatic brain injury (TBI),
posttraumatic stress disorder (PTSD), and other military-related chronic stress?

Answer. Yes, family research is an important aspect of understanding the well-
being of the military family. The military family research portfolio is focused on im-
proving military family psychological health outcomes and mitigating potential neg-
ative trajectories. Some research specifically targets child psychological health con-
sequences of military member traumatic brain injury, posttraumatic stress disorder,
and military-related chronic stress. In addition, research within the broader psycho-
logical health portfolio indirectly affects pediatric and adolescent health by identi-
fying ways to improve the health of Service members, thereby improving the well-
being of the family and the children in the process.

Question. What is the current funding commitment specifically for research into
diagnosis and treatment of psychological health in military families? Is this ade-
quate? What would be the optimal level of such research funding?

Answer. Funding priorities are based on requirements-driven research to project,
sustain, and heal our Service members. All programs are subject to the availability
of funds and are prioritized based on the greatest health threats facing the force.
Family research is an important aspect of the overall well-being of the force.

In Fiscal Year (FY) 2013, $8.72 million was committed to research focused on the
diagnosis and treatment of psychological health in military families. Approximately
$11 million is projected for FY 2014-2015.

While greater investment will always enhance the quantity of research, current
and planned investments in this area support the needs of the Department.

Question. Is further research in treating military dependent pediatric/adolescent
psychological health issues required? [Effect on the Military]

Answer. Military families and children face unique challenges compared to their
civilian counterparts. Further research in treating military dependent pediatric/ado-
lescent psychological health issues is needed to continue the adaptation and develop-
ment of appropriate evidence-based interventions and targeted therapies to address
the specific mental health needs of military children.

EFFECT ON THE MILITARY

Question. This question concerns future military recruitment. The active duty
military population is a small demographic group within the American population,
but the children of active duty personnel and veterans are a very large component
of the recruit population. Could the incidence of psychological illness among military
children have a significant effect on future military recruitment? Simply put, are we
in danger of losing the next generation of military recruits?

Answer. The Department of Defense recruits personnel across the full strata of
the age-eligible U.S. population. The Department of Defense Instruction 6130.03,
“Medical Standards for Appointment, Enlistment, or Induction in the Military Serv-
ices,” April 28, 2010, provides accession standards for mental health and substance
use conditions by using the International Classification of Diseases. A definitive re-
sponse to the questions above may not be possible even if a comprehensive study
were to be conducted, but the available data indicate that any observed higher inci-
dence of mental health issues among military children is not so significant as to af-
fect the next generation of military recruits. Also, during Operation Enduring Free-
dom and Operation Iraqi Freedom, the Department instituted a waiver process to
allow the accession of personnel into Military service who were experiencing less se-
vere mental health conditions and possessed mitigating factors that would justify
a waiver. This waiver process generally worked well and helped ensure the military
was able to meet its recruitment goals.
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Question. This question concerns retention. Are data available indicating that the
incidence of psychological problems in military dependent children is having a nega-
tive impact on the retention of senior NCOs?

Answer. While the specific retention of Senior Noncommissioned Officers with
children with psychological health concerns has not been directly studied in Health
Affairs, the Military Health System (MHS), which includes TRICARE, provides a ro-
bust mental health benefit that covers military dependent children until age 26
(when including the TRICARE For Young Adults program). TIRCARE provides
MHS beneficiaries both outpatient and inpatient mental health services. In addition
to the TRICARE Basic Program, the development of the Extended Care Health Op-
tion (ECHO) for Active Duty beneficiaries has made available additional supple-
mental services to eligible Active Duty family members with a qualifying special
needs condition. These programs have addressed significant needs for military fami-
lies as evidenced by parental feedback and the rapidly increase in beneficiary utili-
zation. Under the ECHO Autism Demonstration Program, for example, TRICARE
continues to increase access to Applied Behavioral Analysis services, and positive
feedback from parental surveys indicate this and similar programs may improve re-
tention.

[CLERK’S NOTE—End of questions submitted by Mr. Rogers.
Questions submitted by Mr. Kingston and the answers thereto fol-
low.]

AIR FORCE RESERVE

Question. The Commission on the Restructuring of the Air Force made rec-
ommendations that Air Force Command be eliminated and absorbed by the Active
duty component. The report proposes these responsibilities could be subsumed with-
in Headquarters Air Force and within the existing active duty major commands.
While there appears to be no plan for this to occur in the budget, does future plan-
ning past FY15 have this move taking place? Has consideration been given to how
its implementation would directly affect the effectiveness of the Air Force Reserve
and the considerable costs associated with a move such as this?

Answer. I rely on the Secretary and Chief of Staff of the Air Force to organize,
train and equip our great Air Force to meet the needs of our national military strat-
egy. I recognize that this Commission was very thorough in its approach to this
issue; however, the assessment of restructuring the Air Force by eliminating the Air
Force Reserve Command does not indicate substantial savings, and could lead to de-
creased efficiencies and effectiveness in both organizational structure and command
relationships.

J-STARS

Question. The J-STARS recapitalization plan in this budget has a divestiture of
six E-8 aircraft in FY15-16 at Robbins AFB. While there is an add for two of the
new next generation J-STARS replacement aircraft, this does not occur until FY19.
What plans are in place to meet this capability gap from the time that the existing
J—STARS aircraft come out of service and the next generation J-STARS replace-
ment comes online?

Answer. The Air Force did not want to reduce the J-STARS fleet, but the Budget
Control Act forced the Air Force to make difficult strategic choices and to accept a
temporary, near term, capability gap. However, the divestiture enables the Air
Force to recapitalize the critical J-STARS mission area with the least amount of
risk. The E-8C’s increasing sustainability costs on top of tight budgetary constraints
led the Air Force to make a decision to pursue the J-STARS Recap aircraft with
its on-board Battle Management/Command and Control (BMC2), improved radar,
and affordable operations and sustainment costs. While this divestiture will result
in capacity shortfall and additional risk in the near-term, the payoff will ensure
combatant commanders’ success in contested environments during future joint oper-
ations. We will continue to prioritize CCDR requirements to ensure the most press-
ing needs are met while maintaining historical deployment and usage ratios. Oper-
ations tempo and aircraft utilization rates for J-STARS will remain high.

A—10 AIRCRAFT

Question. The Department’s FY15 budget request proposes to eliminate the entire
fleet of A-10 ground attack aircraft (the Department already has authorization to
retire 61 aircraft out of a fleet of 346). However, we do not have enough F-35s right
now to deliver to the squadrons that will lose their A-10s. Does the Department
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have a plan for backfilling those A-10 squadrons until the F-35 is available? Why
is there no plan to assign aircraft and follow on missions to active duty units cur-
rently flying the A-10?

Answer. The following timeline illustrates the Air Force’s A-10 retirement plan
along with planned backfills:
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Starting in fiscal year 2015, the Air Force will begin retiring overseas-based active
duty A-10s as well as aircraft based at Moody AFB, GA, Davis-Monthan AFB, AZ,
Nellis AFB, NV, and Eglin AFB, FL. The Air National Guard squadron at Boise,
ID will form a Classic Association with the F-15E squadron at Mountain Home
AFB, ID. The remaining active duty A-10s at Moody and Davis-Monthan will be
retired in fiscal year 2016. As part of the Air Force plan to retire Air Reserve Com-
ponent (ARC) A-10s in the latter half of the Future Years Defense Program, the
aircraft at Selfridge, MI Air National Guard Base (ANGB), will be replaced by eight
KC-135 aircraft in fiscal year 2017. Whiteman AFB, MO Air Reserve Base and Mar-
tin State, MD ANGB A-10s will be replaced by 18 F-16 Block 40s and eight C—
130dJs, respectively, in fiscal year 2018. The reserve unit at Davis-Monthan AFB and
Ft Wayne, IN ANGB will gain 18 F-16 Block 40s each, once their A-10s are retired
in fiscal year 2019.

The Air Force is simply unable to backfill any of the Active Duty A-10 units as
a result of the $54 billion in funding cuts directed by the Budget Control Act of
2013, coupled with our effort to move targeted force structure to the Air Reserve
Component.

EQUIPMENT PROVIDERS

Question. The Department of Defense has purchased hand and power tools and
other types of related equipment in high volume through the General Services Ad-
ministration (GSA) Federal Strategic Sourcing Initiative Multiple Award Schedule
contract holders. It has come to my attention that GSA has recently undertaken an
effort to dramatically scale back the number of participants in this schedule—espe-
cially impacting small businesses. You are probably also aware that the Government
Accountability Office (GAO) recently issued a report to Congress about the effects
of this sourcing initiative on small businesses which found that DoD among other
agencies was not adequately tracking performance measures on the inclusion of
small businesses and monitoring progress (or regression). In fact, I have been in-
formed that a most recent contract solicitation for a Blanket Purchase Agreement
would cut participants through the GSA schedule from over 380 equipment pro-
viders (over 300 which are small businesses) to a total of just six. This seems like
a very drastic and sudden change. Has the Department of Defense, as one of the
largest participants in this GSA effort, provided input to GSA on this matter? Does
the Department support this approach? Why? Will a sudden reduction of over 98
percent of its equipment providers in this category impact DoD supply chains?

Answer. The Department of Defense (DoD) is committed to removing any barriers
that impede the maximum utilization of small businesses in fulfilling our require-
ments. DoD, through the Strategic Sourcing Leadership Council (SSLC) chaired by
the Office of Management and Budget, had subject matter experts work with the
General Services Administration (GSA) in analyzing requirements for the proposed
Maintenance, Repair and Operations (MRO) Blanket Purchase Agreements (BPAs).
Although the analysis, conducted by GSA and the Defense Logistics Agency (DLA),
determined the contracts that support DLA would not be included in the MRO ac-
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%%Zition, DoD advocated for maximum use of small business vendors on these
S.

DoD, GSA, and other SSLC members reviewed the previous requirements across
this category of spend, and GSA determined an acceptable number of BPAs to be
issued in order to maximize savings and efficiencies.

DoD will continue to utilize those contract vehicles that provide the maximum
savings and efficiencies in order to meet the mission. DoD continues to assess capa-
bilities of small businesses in all of its acquisitions. Small businesses have provided
support in this area in the past, and we expect they will continue to help DoD meet
its mission in the future.

Question. Is DoD taking steps to improve its monitoring and performance meas-
ures of the impacts of strategic sourcing decisions on small businesses? Is the De-
partment confident that such a drawback is warranted and that its implementation
timeline is manageable? Is there evidence to suggest limiting the supply pool will
save money?

Answer. Strategic sourcing is the collaborative and structured process of ana-
lyzing an organization’s spending and using this information to make business deci-
sions about acquiring commodities and services more effectively and efficiently. This
process helps the Department of Defense (DoD) optimize performance, minimize
price, increase achievement of socio-economic acquisition goals, evaluate total life-
cycle management costs, improve vendor access to business opportunities, and oth-
erwise increase the value of each dollar spent. Strategically sourced contracts are
utilized across the Department and the Federal government (i.e., Office Supplies,
Fuel, IT, Small Package delivery).

DoD acquisition teams conduct market research for all requirements to determine
the capability of small businesses in supporting the mission. Strategic Sourcing
teams strive to maximize small business utilization and to scope their requirements
in order to support small businesses.

In response to the Government Accountability Office Report “Strategic Sourcing:
Selected Agencies Should Develop Performance Measures on Inclusion of Small
Businesses and OMB Should Improve Monitoring,” the Department has begun to
collect baseline data on the inclusion of small businesses on current and future stra-
tegically sourced contracts. Small business utilization rates are being tracked and
monitored in order to provide senior leadership with visibility of markets where
small business can achieve success, or areas where future small business opportuni-
ties may exist. The Department believes that maximizing competition and small
business utilization is critical to achieving mission success.

TRICARE

Question. The FY 15 budget request creates a consolidated TRICARE plan with
higher co-pays and deductibles along with increases in co-pays for pharmaceuticals
and implements an enrollment fee for new TRICARE-for-life beneficiaries. In re-
viewing these options has the department considered implementing a means tested
scale for fees and co-pays? How do these cost increases compare to similar civilian
healthcare plans?

Answer. The department has considered means testing for premiums. The Presi-
dent’s Budget 2014 proposal for TRICARE Prime enrollment fees was means tested
for retirees and the PB 2015 proposal is still means tested for TRICARE For Life
beneficiaries. Even the PB 2015 consolidated TRICARE plan has some aspect of
means testing for fees and co-pays with the lowest copays for Active Duty families
of El-E4s and lower copays for Active Duty families than for retirees. It also pro-
poses that the medically retired and the families of those who died on active duty
have the lower co-pays associated with active duty family members.

The fees and co-pays are for the most part significantly less than most civilian
plans. Attached is a comparison with the 2014 Blue Cross/Blue Shield plans offered
under the Federal Employees Health Benefit (FEHB) Program. (Note that the com-
parison is with the 2014 BC/BS cost shares which may rise by 2016 when the Con-
solidated TRICARE Plan would begin.)

[CLERK’S NOTE—End of questions submitted by Mr. Kingston.
Questions submitted by Mr. Cole and the answers thereto follow.]

DEPOT WORKLOAD

Question. Secretary Hagel: Core requirements in Section 2464 of Title 10 establish
the link between the organic depot workload that must be performed by depot per-
sonnel and our warfighting systems. DoD generally has interpreted this section to
mean the minimum capability; however, Section 2464 also requires that the organic
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facilities are given sufficient workload to operate efficiently. What is DoD doing to
meet that part of the statutory requirement?

Answer. Department of Defense (DoD) core capability requirements and sus-
taining workloads are calculated in accordance with DoD Instruction 4151.20,
“Depot Maintenance Core Capabilities Determination Process.” Workloads necessary
for efficiency are imbedded in the core sustaining workload requirement. Those re-
quirements are then compared to anticipated workloads and any shortfalls identi-
fied. Core capability requirements and sustaining workloads are determined by the
Military Services on a biennial basis, to ensure currency. They are also reported to
the Congress in accordance with the requirements of 10 U.S.C. 2464.

The Department’s last report, August 2012, reflected a total core requirement of
69.5 million direct labor hours (DLHs). In that report, the Army and Air Force re-
ported anticipated core sustaining workload shortfalls of 982,000 and 404,000 DLHs,
respectively. Army shortfalls were related to ground vehicles and ground support
equipment. The ground vehicle shortfall (869,547 DLHs) occurred as operational
tempo declined and because overseas contingency operations funding reduced the
average age of the fleet to 3—4 years, so the Army assessed this shortfall as minimal
risk. The shortfall is in ground support equipment related to Rhino Passive Infrared
Defeat System, Floating Bridges, Tank and Pump Units, Biological Integrated De-
tection System, and Forward Repair Shelter System. The Army planned to mitigate
these specific shortfalls by performing workloads on systems with similar attributes.
Air Force shortfalls were in Communications and Electronics (C&E) (260,698 DLHs)
and Ordnance, Weapons and Missiles (143,280 DLHs). The C&E shortfall was in
Unmanned Aerial Systems (UAS), whose organic capabilities had not yet been es-
tablished. UAS organic capability will stand up incrementally through FY 2016.
Ordnance, Weapons and Missile shortfall was in missile components, which will be
mitigated through existing and new weapons systems, such as missile launchers and
defensive missile systems for the KC—46, F-35, MQ-1, and MQ-9.

DoD WORKFORCE PLAN

Question. Secretary Hagel: I am concerned about the ongoing utilization of civilian
personnel caps and the perverse incentives that are created. As I read the transcript
from last year, you and the Comptroller testified to the Senate Defense Appropria-
tions Subcommittee on this topic that contractor personnel often cost at least two
times more than civilian personnel, particularly for long term employment. How do
you plan to allow your managers to hire personnel based on law, need, requirements
and cost? How do you avoid a de facto freezes on personnel that cause problems
with ensuring DoD has the appropriate mix of personnel, such as in depots, where
skills and positions are not necessarily fungible?

Answer. The Department’s total workforce plan is based on sourcing of functions
and work among military, civilian, and contracted services based on workload re-
quirements, funding availability, readiness and management needs, as well as appli-
cable laws and guidance. The Department does not utilize civilian personnel caps
and has not imposed a Department-wide hiring freeze in FY 2014. The Department
continues to be committed to defining the right mix of military, civilians, and con-
tracted services workforce needed to reflect new strategic priorities and evolving
operational challenges within available resources.

Ensuring DoD has the right mix of personnel and protecting certain critical skill
areas, such as depots, from civilian personnel reductions reflect not only DoD prior-
ities but also congressional intent. For example, section 955 of the FY 2013 National
Defense Authorization Act directs the Department to exclude civilians performing
core or critical functions in complying with the statutorily required civilian per-
sonnel reductions over the FY 2012 to FY 2017 period. The core or critical functions
that are protected include depots, acquisition workforce, cyber, and Sexual Assault
Prevention and Response.

[CLERK’S NOTE—End of questions submitted by Mr. Cole. Ques-
tions submitted by Mr. Womack and the answers thereto follow.]

THIRD PARTY PAYMENT SYSTEM

Question. Secretary Hagel, despite a series of acquisition program reviews and en-
hancements, recent studies have shown that the cost of doing business with the De-
partment of Defense continues to grow. Current estimates identify 38% of every dol-
lar spent by the DoD goes towards administrative and other bureaucratic require-
ments. The overhead costs greatly reduce the overall purchasing power of the DoD
and the ability to equip our armed services personnel. In fact, a recent article by
the Lexington Institute referenced the DoD’s Third Party Payment System program
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as an example of where significant savings could be realized by the DoD. Since 1998
the DoD has employed a third party payment provider to perform transportation
invoicing and payment processing for the Department much like successful private
sector companies. This program has virtually eliminated paper invoicing, provided
“commercial best practice” financial controls, and has saved the Department mil-
lions of dollars in reduced fees and personnel costs. The program also provides the
Department a rebate for ensuring prompt and accurate payments.

I understand that only half of the DoD’s annual $10B freight spend is processed
through this program In light of the aforementioned cost savings of this program,
can you tell me if and when the DoD plans to expand this program across the De-
partment?

Answer. While DoD has gained efficiencies with the automated transportation
process, it is not a fully automated solution. Since the beginning of fiscal year 2014
approximately 50% percent of the payments transacted through the Third Party Pay
Service—Transportation (TPPS-T) service provider are processed as fully auto-
mated. Until the current volume of DoD transportation business is successfully proc-
essing through the TPPS-T automated process, additional savings cannot be real-
ized and expansion to other DoD transportation business cannot occur. The Defense
Finance and Accounting Service is working aggressively with the other DoD Compo-
nents and the financial institution providing Third Party Payment System services
to improve the volume of transactions that can be processed in an automated fash-
ion.

[CLERK’S NOTE—End of questions submitted by Mr. Womack.
Questions submitted by Mr. Aderholt and the answers thereto fol-
low.]

HYPERSONIC WEAPONS

Question. Given the recent work by China on hypersonic weapons, and also the
threats from other nations: Is a US hypersonic weapon considered critical to our
strategic posture? What type of hypersonic system, including AHW, could we field
the fastest as a forward-deployed capability? What would the cost of that be, versus
the cost of having to develop an alternate launch platform such as a submarine?
Is this program supported by EUCOM, CENTCOM and STRATCOM, given the
threats from Syria, Iran and now Russia?

Answer. In part to respond to the FY 2014 NDAA, a cost comparison study of var-
ious hypersonic strike concepts is underway.

The U.S. hypersonic boost-glide strike capability was recently addressed by the
Joint Requirements Oversight Council (JROC) in November 2012. It was deter-
mined that the existing portfolio of fielded strike systems or modifications to current
systems can meet the interim long-range-strike requirements identified in the
prompt strike Initial Capabilities Document (ICD) with acceptable risk. The JROC
did recognize that potential future circumstances may require a capability to ad-
dress high value, time sensitive, and defended targets from ranges outside the cur-
rent conventional technology.

The hypersonic strike capability is supported by EUCOM, CENTCOM, and
STRATCOM; however, the Department is not confident that a realistic, affordable
hypersonic strike concept capability can be fielded in the near future. Technology
risk must be reduced, projected costs driven down, and operational considerations
addressed before the Department commits to funding and fielding this kind of capa-
bility. In the mid-term, a forward-based ground or air-launched hypersonic strike
concept could be fielded, but both present capability that would need a new basing
plan and defenses. A submarine-launched hypersonic-strike concept could be fielded
within 10 years utilizing existing platforms currently under development, and this
concept does not require new basing or defenses. I fully support the Army and
Navy’s collaboration on hypersonic boost-glide concepts that are applicable to both
land- and sea-basing as part of the Defense-Wide Conventional Prompt Global
Strike program.

LiTTORAL CoMBAT SHIP (LCS)

Question. The Navy seems to have a sudden shift in its position on acquiring the
LCS ship. The Navy selected the LCS program as the most cost-effective program
for filling the fleet’s requirement for additional capability for countering mines,
small boats, and diesel submarines in littoral waters. I am not aware of a drop in
these types of threats: Has DoD conducted a formal analysis that demonstrates that
there is a more cost-effective way to address these capability gaps? Are you con-
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cerned with the lost investment in LCS by changing to a new ship? Are you con-
cerned that “starting over” with a new ship design will set us back by 10 years in
addressing the threat that the LCS is charged to counter? Does the LCS meet the
CENTCOM requirement to counter Iranian “A2/AD” threat?

Answer. While the LCS was selected to conduct a range of missions in the littoral
regions, the Secretary directed a review of three alternative proposals to ensure the
LCS is capable of operating against more technologically advanced adversaries. The
review will consider using the existing LCS design, a modified LCS design, and a
completely new design. Each option will consider required delivery date as well as
target cost and mission requirements. These alternatives will be presented to the
Secretary in time for FY16 budget deliberations. There is no lost investment in LCS,
however, as two of the three alternatives utilize, in some part, the existing LCS de-
sign.

The CENTCOM requirement for anti-access area denial (A2AD) threat requires
a family of systems of which LCS with a Mission Package (MP) is a part. LCS with
the Mine Counter Measure (MCM) MP will provide a capability to conduct mine
countermeasures comprising of both mine hunting and mine sweeping to counter
mines throughout the water column in the littoral operating environment (with the
exception of buried mines). LCS with the Surface Warfare MP will enable LCS to
conduct missions in the littoral against a group of fast attack/fast inshore attack
craft. LCS with the Anti-Submarine Warfare MP provides the flexibility and persist-
ence to make a substantial contribution to denying adversary submarines an effec-
tive offensive capability and by protecting the maritime operating areas of US and
coalition naval combatants, support ships, and merchant shipping from undersea at-
tack within and enroute to maritime operating areas.

EVOLVED EXPENDABLE LAUNCH VEHICLE (EELV)

Question. Regarding the possibility of high-cost, national security satellites being
launched by new companies, General Shelton was quoted March 11, as saying: “Na-
tional security payloads have to get there, and we have to make sure we’ve done
due diligence on the part of the government to make sure that that rocket is going
to deliver that safely and reliably to orbit.” In order for competition to be accurate
and fair, will each launch company be open to the same level of financial account-
ing-scrutiny by the government, and held to the same high level of mission assur-
ance activities? My understanding is that one new entrant was given a special ar-
rangement by the Air Force, which is less transparent than the requirement for the
current launch provider. When will commercial capabilities be certified to launch
high-value security payloads? Will the certification requirements include the same
level of tasks and reporting for mission assurance as is required of the current
launch provider?

Answer. All potential satellite launch competitors will be expected to comply with
the applicable auditing, oversight, and accounting standards related to and required
under the specific acquisition strategy the Department ultimately pursues in the
competitive phases of the Evolved Expendable Launch Vehicle (EELV) acquisition
strategy. Similarly, once certification is complete, all potential EELV competitors
will be expected to comply with the applicable mission assurance standards and re-
porting measures. New entrant certification to launch high-value security payloads
is an ongoing process which the Department is closely monitoring.

CONDITION-BASED MAINTENANCE PLUS

Question. Most Army aircraft are now equipped with sensors which allow for con-
dition-based maintenance and have been conducting condition-based maintenance
on a pilot program basis for several years, which created a lot of data. (1) When
can we expect the Army to analyze the data? (2) When will a decision be made on
whether the savings merit making condition-based maintenance even more wide-
spread? (3) Will the other services adopt the program?

Answer. (1) Condition-Based Maintenance Plus (CBM+) is maintenance performed
based on the evidence of need and is enabled by data collection and analysis. Engi-
neering and logistics data analysis from sensors and related data systems is an on-
going Army aviation life-cycle process that has been actively expanding for nearly
a decade. The Army Aviation and Missile Command (AMCOM) has moved well be-
yond piloting CBM+, by equipping 86 percent of their helicopters with sensors and
establishing a Common CBM+ Data Warehouse to centralize all the collected data
for easy analysis and retrieval. The data generated by on-board aircraft sensors is
foundational to Army Regulation 750-1, “Army Materiel Maintenance Policy,” and
Army Regulation 700-127, “Integrated Logistics Support,” which aim to improve
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flight safety, reduce operations and support costs, decrease maintenance labor, and
increase aircraft availability.

(2) In December 2012, Army Headquarters approved AMCOM’s cost benefit anal-
ysis (CBA), which resulted in continuing planned CBM+ activity. The analysis iden-
tified over $51 million in cost avoidance to date, showed a projected return on in-
vestment of nearly $2 billion in life-cycle cost avoidance, and highlighted avoidance
of 4 Class A mishaps. Additionally, Army TACOM Life Cycle Management Com-
mand has installed sensors on 1,740 Tactical Wheeled Vehicles resulting in an ap-
proved CBA that projected net savings of $45 million over 20 years, just for those
1,740 vehicles. The Army will monitor the actual results of the pilot and build their
plan for further expansion.

(3) The other Services are also actively implementing CBM+. Navy guidance is in
OPNAV Instruction 4790.16. Their Integrated Condition Assessment System pro-
gram has installed sensors on hull, mechanical, and electrical equipment on 96 sur-
face fleet vessels with funded plans to expand to 164 ships by 2020. The Marine
Corps incorporated CBM+ in MCO 4790.25, “Ground Equipment Maintenance Pro-
gram,” and is currently conducting a capabilities based assessment and business
case analysis to define and document current gaps and vulnerabilities, assess alter-
natives, and validate requirements for enterprise-wide CBM+ implementation. Air
Force Instruction 63-101, “Acquisition and Sustainment Life Cycle Management,”
defines the Service’s overall CBM+ policy. Aircraft engines have a long history of
sensors and data analysis capability. Air Force Instruction 20-115, “Propulsion
Management for Aerial Vehicles,” directs engine health management processes on
propulsion assets to enable a predictive maintenance capability.

[CLERK’'S NOTE—End of questions submitted by Mr. Aderholt.
Questions submitted by Mr. Frelinghuysen and the answers there-
to follow.]

DEFENSE EQUAL OPPORTUNITY MANAGEMENT INSTITUTE

Question. I want to follow up on my earlier discussion on the free exercise of reli-
gion—a right guaranteed in our constitution—and the Equal Opportunity Briefings
conducted by the Defense Equal Opportunity Management Institute (DEOMI) that
have labeled Christian churches and Christian non-profits as hate groups.

Has a review of DEOMI training materials been conducted? What material is con-
sidered non-federal reference material and could you provide me with a list of such
sources that are used in the equal opportunity briefings? Is there DoD policy requir-
ing what materials should be made available for training purposes? Who is respon-
sible for approving the material’s content?

Answer. The Defense Equal Opportunity Management Institute (DEOMI) has
never conducted any equal opportunity briefing that labeled Christian churches and
Christian non-profit groups as hate groups. The incidents you mentioned were the
result of service members at the unit level, who had never been trained by DEOMI,
developing their own training slides that contained the erroneous information. The
Office of Diversity Management and Equal Opportunity conducted a comprehensive
review of DEOMI curriculum. During the review, curriculum content items were
identified and updated.

As DoD’s premier entity to promote human dignity through education in equity
and diversity, DEOMI evaluates the relevance and applicability of training content
based upon the equal opportunity occupational training need. Instructional design-
ers, curriculum developers, and subject matter experts review information and data
to ensure its significance to each Service’s training requirement. DEOMI course de-
signers consider all sources of information to provide the academic scope needed to
prepare instructors to meet the human relations needs of their students, and the
students’ customers and clients. DEOMI faculty and staff use sources external to
DoD to inform instructor guides/lesson plans that generate discussion on sensitive
human relations issues in an instructor-led classroom environment. The classroom
experience prepares DEOMI graduates to perform their duties as Equal Opportunity
Advisors to commanding officers or officers in charge. Information from non-DoD
sources is used in instructor guides/lesson plans only when necessary to ensure an
approved training objective is met.

This academic freedom allows instructors to best prepare students to perform
their duties and responsibilities as equal opportunity advisors.

Further DEOMI training material is evaluated annually as directed by local oper-
ating instructions and required by the Council on Occupational Education (COE),
DEOMT’s accrediting agency.
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DEOMI faculty and staff conduct course evaluations frequently to ensure the
Service training requirements are met. DEOMI uses several instruments to assess
the effectiveness and efficiency of the training, to include DoD Instructional Systems
Design guidance, evaluation surveys, condition checklists, and research. Curriculum
approval is completed and documented annually during DEOMI Curriculum Review
Committee meetings. This documentation is available to the Office of Diversity
Management and Equal Opportunity and demonstrates that DEOMI consistently
produces high quality training and properly trained equal opportunity trainers.

MILITARY HEALTHCARE

Question. As your Services look to control the rising costs of military healthcare
and benefits, what steps are you taking to ensure that our warriors and their fami-
lies have ready access to the care they need—both upon return from deployment
and during their transition from the Department of Defense to the Department of
Veterans Affairs healthcare system?

Answer. The Military Health System offers a very comprehensive and low cost
benefit that is far better than virtually every comparable employer in the US today.
The TRICARE Prime access standards coupled with the robust TRICARE Network
around MTF's help ensure ready access to the care they need.

Most Service members being involuntarily separated from the military including
those who are being medically separated (not medically retired) qualify for pre-
mium-free TRICARE coverage under the Transitional Assistance Management Pro-
gram (TAMP) for themselves and their families. Established more than two decades
ago, the purpose of TAMP has always been to provide coverage to certain sponsors
and their families for a brief period of time while they are making arrangements
for their ongoing health care coverage. DoD’s in-Transition program helps Service
members undergoing behavioral health treatment with at least weekly contact with
a telephonic coach until they find an appropriate follow-on mental health provider.

In addition to getting TAMP coverage; deactivating reservists are highly encour-
aged to enroll in the Veteran Health Administration at demobilization stations with
VA staff often on-hand to assist. DoD and the VA have been working closely to-
gether on care coordination for a number of years.
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Mr. FRELINGHUYSEN. The committee will come to order. If our
guests will take their seats, we will get this show on the road. I
want to thank everybody for being here so promptly.

This morning the committee conducts an open hearing on the
posture and budget request from the Department of the Navy. I
would like to welcome the Secretary of the Navy, Ray Mabus; the
Chief of Naval Operations, Admiral Jonathan Greenert; and the
Commandant of the Marine Corps, General James Amos. Welcome
to you all and thank you for being here this morning.

I am sure I can speak for every member of the committee in
thanking you for your valuable service to our Nation and to the
men and women you represent that are serving around the world
as we gather here.

Gentlemen, this committee has constantly heard about all the
difficult choices that had to be made to prepare the fiscal year 2015
defense budget. Your choices set the stage for the difficult decisions
that lie ahead for this committee in coming weeks.

The committee is anxious to hear from you this morning on how
your budget request will deter future conflicts with fewer marines,
fewer ships, and a smaller naval presence in parts of the world
where our adversaries and potential adversaries are expanding
their military capabilities every day.

We are aware that China plans a 12 percent increase in military
spending in 2014 and has already delineated areas where they
challenge our naval power and that of our allies every day.

As my predecessor, Congressman Bill Young, would constantly
remind us, it is all about risk and how much more we are all cre-
ating as a result of continuing resolutions and sequestration.

So let’s take advantage of the regular order we have in the time
we have it and make sure we can do what we can to make sure
we have regular order into the future.

Gentlemen, this committee realizes that all the rebalancing and
repivoting to the Pacific and the size and capability of the fleet are
dependent on an industrial base that needs to be as robust as we
can make it, and we can talk about that later. I think that is im-
portant to all of us.

87
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I am also somewhat alarmed about the frequency of reported
misconduct by some members of the Navy leadership team. Just
since the beginning of this year we have been notified of nine sepa-
rate commanding officers, executive officers or command master
chiefs being removed from their leadership position for some type
of misconduct. That is a disturbing frequency of nearly one incident
per week.

And then there is the suspension of the 30 nuclear reactor in-
structors and the shutdown of the Navy’s training reactors in
Charleston in connection with an exam cheating scandal. I think
you know that both Mr. Visclosky and I were very much involved
in the Energy and Water Committee and committed to naval reac-
tors. So I think it is important at some point in time we explore
what is going on there. There really have not been any reports
since that situation was uncovered.

I would also like to add, as somebody who served on the Naval
Academy Board of Visitors, I still have the sense that the institu-
tion needs to do more to address the whole issue of sexual assault
and sexual harassment. I was very unhappy serving on that board,
from time to time when we addressed the issue, we do it briefly in
public and then we went into executive session.

And I think I can say on behalf of all of us here that the men
and women that we nominate we are enormously proud of. They
represent the best of America. And I am not sure that everything
is in place to eliminate that type of behavior, and I hope we have
some level of reassurance here this morning.

Despite these challenges, as we have always done in the past,
this committee will work hard to assure the Navy and Marine
Corps are ready and able to conduct their very important missions.
This year, more than ever, we will have to work together to assure
the best possible budget outcome.

I would like to yield the floor to Ms. McCollum, if she has any
ﬁomrri?nts she might wish to make on behalf of Mr. Visclosky or

erself.

OPENING REMARKS OF Ms. McCOLLUM

Ms. McCoLLuM. Well, thank you, Mr. Chair.

And on behalf of those of us on the other side of the aisle who
serve on this committee, we thank you for your openness, we thank
you for your leadership, and your statement reflects many of the
shared common interests and goals that we want out of this hear-
ing.

Especially appreciate your comments on sexual abuse and the
scandals involving cheating and other things throughout the mili-
tary that have been in the Navy as well. So thank you very much,
Mr. Chair.

Gentleman, thank you for being here, Admiral, Mr. Secretary
and General Amos. We work alongside of you in our role to protect
and defend our country. I look forward to hearing the Q and A that
will result after your testimony.

Thank you for submitting your testimony earlier so that my col-
leagues who are in other committees right now will be fully pre-
pared when they attend the hearing to ask their questions.

Thank you, Mr. Chair.
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Mr. FRELINGHUYSEN. Thank you, Ms. McCollum.
Mr. Secretary, the floor is yours. Your comments will be, of
course, a matter of public record. So the floor is yours.

SUMMARY STATEMENT OF SECRETARY MABUS

Mr. MABUS. Thank you.

Before I begin my opening statement, I just want to say that our
thoughts and prayers and that of the whole Navy family are with
the sailor who was killed in Naval Station Norfolk last night.

They go out to his family, friends, and shipmates. It is very early
in the investigative process and, of course, we will keep this com-
mittee apprised of any information that we learn about this sad
case.

Chairman Frelinghuysen, Congresswoman McCollum, members
of the committee, I want to first thank you for your support of the
Department of the Navy, our sailors, our marines and our civilians
and their families.

General Amos, the Commandant of the Marine Corps, and Admi-
ral Greenert, the Chief of Naval Operations, and I couldn’t be
prouder to represent those courageous and faithful sailors, marines
and civilians.

These men and women serve their Nation around the world with
skill and dedication no matter what hardships they face, no matter
how far they are from home and from their families.

And I want to take just a personal moment here—this will be
Commandant Amos’s last posture hearing before this committee—
just to say what a high privilege it has been to serve with Jim
Amos as the Commandant of the Marine Corps.

The architects of our Constitution recognized the inherent value
of the United States Navy and Marine Corps. Article I, Section 8,
gave Congress the responsibility to provide and maintain a Navy
because our Founding Fathers knew that the Nation needed a
naval force to operate continuously in war and in peace.

Over 2 centuries ago the United States had a crucial role in the
world, and today that role is exponentially larger.

Whether facing high-end combat, asymmetrical threats or hu-
manitarian needs, America’s maritime forces are ready and present
on day one of any crisis for any eventuality.

In today’s dynamic security environment, naval assets are more
critical than ever. In military terms, they provide presence, pres-
ence worldwide.

They reassure our partners that we are there and remind poten-
tial adversaries that we are never far away. This presence provides
immediate and capable options for the Commander in Chief when
a crisis develops anywhere in the world.

In the past year, our naval forces have operated globally from
across the Pacific to the continuing combat in Afghanistan and
from the Gulf of Guinea to the Arctic Circle.

The 2012 Defense Strategic Guidance and the recently released
QDR are both maritime in focus and require presence of naval
forces around the world. Four key factors make that global pres-
ence and global action possible.
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These four factors—people, platforms, power and partnerships—
have been my priorities during my tenure as Secretary and they
have to continue to receive our focus looking ahead.

In our fiscally constrained times, we have used these priorities
to help balance between the readiness of the force, our capabilities
and our capacity. Our people are our biggest advantage, and we
have to ensure that they continue to get the tools they need to do
their jobs.

In compensation, we have increased sea pay to make sure those
sailors and marines deployed aboard ship are appropriately recog-
nized.

However, this budget also seeks to control the growth of com-
pensation and benefits which threaten to impact all areas of our
budget.

If this is not addressed, as Admiral Greenert puts it, the quality
of work for our sailors and marines will almost certainly decline.

Shipbuilding and our platforms remain key elements of our mari-
time power and a focus of this committee. The number of ships,
submarines and aircraft in our fleet is what gives us the capacity
to provide that global presence. While we have the most advanced
platforms in the world, quantity has a quality all its own.

I think it is important to understand how we got to our current
fleet size. On September 11, 2001, the fleet stood at 316 ships.

By 2008, after one of the great military buildups in American
history, that number had dropped to 278 ships. In the 4 years be-
fore I took office as Secretary, the Navy put 19 ships under con-
tract.

Since I took office in May of 2009, we have put 60 ships under
contract. And by the end of this decade, our plan will return the
fleet to 300 ships.

We are continuing our initiative to spend smarter and more effi-
ciently, which is driving down costs through things like competi-
1(:iiolr11, multi-year buys and just driving harder bargains for taxpayer

ollars.

Power, our energy, is a national security issue and is central to
our naval forces and our ability to provide presence. Dramatic price
increases for fuel threaten to degrade our operations and training
and could impact how many platforms we can acquire.

Having more varied, stably priced, American-produced sources of
energy makes us better warfighters. From sail to coal, to oil, to nu-
clear, and now to alternative fuels, the Navy has led in energy in-
novation.

Since the end of World War II, U.S. naval forces have protected
the global commons to maintain the foundation of the world econ-
omy.

In today’s complex environments, partnerships with other na-
tions, evidenced by things like interoperability, by exercises and by
operations, continue to increase in importance.

The Navy and Marine Corps, by nature of their forward pres-
ence, are naturally suited to develop these relationships, particu-
larly in the innovative, small footprint ways that are required.

With the fiscal year 2015 budget submission, we are seeking
within the fiscal restraints imposed to provide our Navy and Ma-
rine Corps with the equipment, the training, and the other tools
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needed to carry out our missions that the Nation needs and expects
from them.

There are never any permanent homecomings for sailors and ma-
rines. In peacetime, wartime, and all the time they remain forward
deployed, providing presence and providing whatever is needed for
our country. This has been true for 238 years, and it is our task
to make sure it remains true now and in the future.

Thank you.

Mr. FRELINGHUYSEN. Thank you, Mr. Secretary.

[The written statement of Secretary Mabus follows:]
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Chairman Frelinghuysen and Ranking Representative Visclosky, and members of the committee,
today 1 have the privilege of appearing to discuss posture and readiness for the fifth time on
behalf of the men and women of the Department of the Navy. It is an honor to represent the
Sailors and Marines across the globe, as the Marine Hymn says, “in every clime and place;” the
civilians who support them at home and around the world; and to report on the readiness,
posture, progress, and budgetary requests of the Department. Along with Commandant of the
Marine Corps, General James Amos, and Chief of Naval Operations (CNO), Admiral Jonathan
Greenert, | take great pride in the opportunity to both lead and serve the dedicated men and
women of our Department. This statement, together with the posture statements provided by
CNO Greenert and Commandant Amos, are designed to present an overview of the state of the
Department of the Navy for your consideration as we move forward with the FY 15 budget
process.

The architects of our Constitution recognized the inherent value of the United States Navy and
Marine Corps. Atticle 1, Section 8, gave Congress the responsibility to “provide and maintain a
Navy,” because our Founding Fathers knew that the nation needed a naval force to operate
continuously in war and peace. Over two centuries ago they recognized that having a Navy and
Marine Corps to sail the world’s oceans in defense of our national interests and our commerce
sent a powerful signal to our allies and our potential adversaries. Even then, the United States
had a crucial role in the world. Today that role is exponentially greater.

This year we celebrate the Bicentennial of Thomas Macdonough’s “signal victory” on Lake
Champlain during the War of 1812. From that carly triumph in the defense of our Republic to
the heroic fights in places like Mobile Bay and Manila; to the Chosin Reservoir and the
quarantine during the Cuban Missile Crisis and the coastal and riverine patrols of Vietnam; to the
mountains of Afghanistan and the littorals of the Pacific presently; our Navy and Marine Corps
have been there when the nation called. We have given our Commanders-in-Chief the options
needed.

These options are far greater than just waging war, although the Navy and Marine Corps are
ready, when necessary, to fight and win our nation’s wars. In today’s complex world, with a
dynamic security environment, naval asscts are more critical than ever. This year our ground
forces are returning home from the batticficlds of Afghanistan, just as they have from Iraq. Yet
our Sailors and Marines know that they will continue to forward deploy as the guardians of our
safety and security. In peace, as in war, we will deploy, day after day, year after year. For seven
decades our global presence and maritime strength have ensured the freedom of the seas and the
security of peaceful free trade around the world. This has resulted in unprecedented growth in
the world’s economy, which has benefitted all. It also ensures America’s interests are respected
and our people remain secure,

The Navy and Marine Corps respond whenever the nation calls. Whether facing high-end
combat, asymmetrical threats or humanitarian needs, America’s maritime forces are ready and
present on Day One of any crisis, for any eventuality.
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Strategic Context in 2013
Throughout the past year, the Navy and Marine Corps repeatedly demonstrated the critical role

they play in ensuring global stability. In military terms, they provide worldwide presence.
Naval forces operated across the Pacific, and in the continuing combat mission in Afghanistan,
from the Gulf of Guinea to the Arctic Circle. As President Theodore Roosevelt said, “A good
Navy is not a provocation to war. It is the surest guarantee of peace.” We don’t have to surge
units from home. Our ships don’t take up an inch of anyone else’s soil. We reassure our
partners that we are there, and remind those who may wish our country and allies harm that
we’re never far away, We protect the global commons and ensure the freedom of navigation
which has underwritten the growth of the world’s economy for decades.

In recent years we have had a range of examples which illustrate what our Navy and Marine
Corps mean for our nation. Every time North Korea conducts missile tests or threatens their
neighbors, our Ballistic Missile Defense ships are already there, already on patrol. There’s no
overt escalation, because we are already present. When special operations units conduct
operations all over the globe, from capturing known terrorists in Libya to raids in Somalia, they
rely on Navy ships and Marine Corps units as critical enablers. We support friends and allies
with humanitarian assistance missions like Pacific Partnership and in exercises that help build
our ability to operate together like our Cooperation Afloat Readiness and Training (CARAT)
exercises with numerous partners. Around the world the credible combat power of the U.S.
Navy and Marine Corps opens the door for diplomacy and helps our leaders address emerging
threats.

A few months ago when Typhoon Haiyan moved toward our allies in the Philippines, our naval

forces in the region tracked its progress. U.S. Marines were on the ground within hours after the
storm, Our C-130s and MV-22 Ospreys brought in early aid and began to survey and assess the
damage. Within days we had a dozen ships, including the George Washington Strike Group, in

the waters around the Philippines along with over a hundred aircraft, providing

lifesaving aid and supplies to devastated communities.

Humanitarian Assistance and Disaster Relief missions are an important contribution our Navy
and Marine Corps make to our nation's diplomacy because our presence allows us to respond
quickly and effectively. These operations build our partnerships and they encourage stability and
security by helping those in need get back on their feet. However, it should not be lost on
anyone that we are talking about warships, warplanes and warfighters. We amassed a dozen
combat ready warships and massive amounts of air support, rapidly, to respond to a crisis. We
were able to do so because of the inherent flexibility of our people and our platforms.

These examples demonstrate that for the Navy and Marine Corps global presence is our purpose.
We are there to deal with the unexpected. We are the nation’s hedge against new crises and new
conflicts. The Navy and Marine Corps are our nation’s Away Team, ready for whatever comes
over the horizon.

Today’s Priorities



95

Four key factors make our global presence and global action possible. These four factors —
People, Platforms, Power and Partnerships — have been my priorities during my tenure as
Secretary and they must continue to receive our focus looking ahead.

Each of these four priorities contributes directly to the Department of the Navy’s ability to
provide the presence and options which the Commander-in-Chief and the American people have
come to expect. They are what makes our Navy and Marine Corps the most immediate and
capable option when a crisis develops anywhere in the world. Our People, Platforms, Power,
and Partnerships guide our approach to the FY 15 budget process.

People — Supporting our Vital Asset
In 1915, my predecessor, Josephus Daniels testified before Congress that “a Navy, no matter

how powerful, unless it is well manned by an adequate number of well-equipped and well trained
Sailors, would have very little value.” That statement is even more true today. Our Total Force
of active duty and reserve military, and civilians are what make the Navy and Marine Corps the
best in the world.

Our equipment — the ships, submarines, aircraft, vehicles, weapons and cyber systems;
everything that our Sailors and Marines operate — are technological marvels and the most
advanced in the world. But they only exist thanks to those who design, build and procure them.
And they would be useless without those who sail and fly and operate them. The people are the
real marvel. They are what gives the United States the edge and what sets us apart from the
world. And that is why our people have been and must continue to be our highest priority.
However, the last few years have seen increasing challenges to our people, uniform and civilian.

Those in uniform have seen ever lengthening deployments. The average number of days that
ships are underway or deployed increased 15% since 2001, In 2013 the USS DWIGHT D.
EISENHOWER Strike Group returned from back-to-back deployments, totaling 12 months, with
only a two-month break in between. USS NIMITZ, which returned home just before Christmas,
was extended twice because of the crisis in Syria and was deployed for ten months. Instead of
six month deployments, which had been standard for decades, eight months at sea is the new
normal and ten months is becoming more common. These extended deployments, which
immediately follow an intense training cycle requiring recurring operations at sea, stress our
Sailors and Marines and their families. This will continue because the requirement for naval
presence will not diminish.

Our civilian personnel have been tested as well. We literally could not put our fleet to sea
without these committed and courageous individuals. The horrific attack at the Washington
Navy Yard in September cost the lives of twelve devoted public servants left two physically
injured and intangible scars across our workforce. Just days later, as soon as they were
permitted, most of their colleagues on the Navy Yard returned to work, committed to their
mission despite three years in which they reccived no pay raises and were subject to furloughs.
Two weeks after the shooting our Navy and Marine Corps civilians, including many who worked
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at the Navy Yard but were not part of Naval Sea Systems Command or Naval Facilities
Engineering Command, were forced off the job again by the government shutdown.

A concrete demonstration of our support for our Sailors, Marines, and civilians are their pay and
benefits. Military pay and benefits continue at a competitive level, and in some skill areas are
better than those found in the private sector. The promise of a military retirement is a key
element of the covenant we have with the men and women who serve our country for an entire
career. We must safeguard that promise for today’s Satlors and Marines. However, we also
have to realize that the growth rate in military compensation must be controlled. Our Sailors and
Marines chose to serve their country out of duty and patriotism, not just for the money. We must
ensure that we support our active duty personnel by giving them the resources and tools they
need to do their jobs, as well as their well-earned compensation.

We support the sensible and fair reforms to compensation and benefits introduced in the
President’s budget. We look forward to considering the complete review being conducted by the
Military Compensation and Retirement Modernization Commission. We must have a holistic
approach which ensures that any changes are reasonable, effective, and fair in sustaining the All-
Volunteer Force.

Today’s demanding environment will require the most resilient force that our Navy and Marine
Corps has ever fielded. Because of that we continue to develop the 21¥ Century Sailor and
Marine Initiative as an overarching method of supporting our people, to eliminate stovepipes and
ensure a comprehensive approach. The goal is to help our Sailors and Marines maximize their
personal and professional readiness, and to assist them and their families with the mental,
physical and emotional challenges of military service.

The initiative is influencing Sailors and Marines around the world. In particular, we are working
to counter the challenges of suicide, sexual assault and alcohol-related incidents. These tragic
occurrences not only impact the resilience of our Sailors and Marines, they also directly impact
the discipline of the force and degrade combat effectiveness.

We remain resolute in our efforts to minimize suicides and we are striving to understand the root
causes and contributing factors that lead to suicide and suicide-related behavior. We want an
environment in which Sailors and Marines are comfortable coming forward when they feel they
may harm themselves, or when they know of a shipmate contemplating harm. Over the past few
years we have introduced a number of initiatives including the Navy Operational Stress Control
(OSC) Program to help build personal resilience, promote peer-to-peer support, enhance family
support, and enable intervention up and down the chain of command. We have also added
additional Mobile Training Teams who travel to units around the world to teach these skills and
foster a sense of community. Our suicide prevention teams examine each incident for insights
and data to inform our programs and we apply those lessons to help improve our training and

policy.
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Sexual assault continues to be an “insider threat” with serious impacts on the Navy and Marine
Corps. Because of the seriousness of this issue, soon after taking office I established the first and
only Sexual Assault Prevention and Response Office reporting directly to me as Secretary. We
have implemented numerous programs to strengthen our approach, including consistent
leadership, new training methods, and victim-centered support efforts. Reporting of sexual
assaults increased in FY 13, which we believe reflects a positive aspect of our efforts. It indicates
that our Sailors and Marines believe that their reports will be taken seriously and that
perpetrators will be held accountable.

Another key element is our effort to strengthen the expertise and increase the resources of the
Naval Criminal Investigative Service and our Judge Advocates to investigate and prosecute
sexual criminals. We have also focused some of their training on advocating for victims. We
continue to conduct regular voluntary anonymous surveys in order to learn as much as possible
about perceptions and the factors influencing decisions to report or not report sexual assaults

We continue to work to curb alcohol abuse and reduce the number of alcohol-related incidents
which can end lives and careers. There has been a downward trend in alcohol related incidents
which continued in 2013 as we saw yet another reduction in cases of DUI and alcohol related
behavior. We atiribute this in part to dynamic media and education campaigns and directed-
actions for irresponsible use of alcohol. We have also instituted limits to the shelf space
available for the sale of alcohol at Navy and Marine Corps Exchanges. Implementation of the
alcohol detection device program is still relatively new but fleet feedback suggests these devices,
paired with an effective command prevention program which includes things like curfews and
base patrols, provide an effective deterrent to alcohol abuse.

Another positive development in 2013 was the significant strides the Navy made toward our goal
of complete equality of opportunity for women in every officer designator and enlisted rating,
Female officers and enlisted currently serve on virtually every class of surface ship and in every
type of aviation squadron. Female officers now serve as well in our Submarine Force and the
Task Force on Enlisted Women in Submarines continues to develop details for full Submarine
Force integration. The Navy is opening 252 enlisted and 15 officer billets to women in the
Coastal Riverine Force. The sole remaining area in the Navy not yet open to women is Navy
Special Warfare. However, once assessments are complete and Congress has been notified,
assigning women in that area will be in accordance with the U.S. Special Operations Command
implementation plan.

The Marine Corps continues to implement its plan to open closed positions to women. All
positions currently closed will either be opened to women or an exception to policy requested
from the Secretary of Defense by January of 2016. Since the 2011 NDAA the Marine Corps has
opened 463 positions in 22 units in the Ground Combat Element to female officers and staff non-
commissioned officers with open occupational specialties. Female officers and female enlisted
Marines have been given the opportunity to volunteer for the training in Infantry Officer School
or the Infantry Training Battalion as part of the research effort to inform decisions to open
currently closed positions to women.
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Platforms — Building the Future Fleet

The Marines, Sailors and civilians are the heart of our force, but what enables them to do their
job are the ships, submarines, and aircraft in our fleet. As I noted earlier, we have the most
advanced platforms in the world and we must constantly work to maintain that technological
advantage. However, at a certain point quantity has a quality all its own.

The very nature of the Navy and Marine Corps mission, maintaining a global presence and
positioning forces to respond immediately to emergent threats from man or nature, means that
there is not much difference in our operations in times of war or peace. And the updated
Defense Strategic Guidance and Quadrennial Defense Review clearly rely even more on
maritime assets in our national security strategy.

It is important to understand how we got to our current fleet size. On 9/11, the fleet stood at 316
ships. By 2008, after one of the largest military buildups in American history, that number had
dropped to 278 ships. In the four years before 1 took office as Secretary, the Navy put 19 ships
under contract. Since 1 took office in May of 2009, we have put 60 ships under contract and by
2019 our current plan will enable us to return the flect to 300 ships.

Some of the Navy’s decline in the number of ships may be attributed to our understandable focus
on ground forces involved in two major wars for more than a decade. But when I took office, |
found it necessary to significantly revamp our basic management and oversight practices as well.

When I took office, many of the Navy’s shipbuilding programs were seriously troubled, with
costs spiraling out of control and schedules slipping. There were some fundamental flaws in the
acquisition process we were using. Ships were still being designed while under construction,
immature technology was added before being proven, and requirements grew without restraint or
realistic price forecasts. One of the central problems the Navy faced was a lack of competition in
the system. With a smaller number of shipbuilders, Navy contracts had begun to be treated like
allocations, rather than competitions to earn our business.

In the past five years we have turned shipbuilding around by promoting acquisition excellence
and integrity as well as aggressive oversight. We have been rebuilding the Department's core of
acquisition professionals. Our focus is on everything from requirements, to design, to
construction efficiency, to projected total life cycle costs. We emphasized firm, fixed-price
contracts over the cost-plus contracts that can inflate costs. We introduced initiatives to spend
smarter and more efficiently through competition, multi-year buys, and driving harder bargains
for taxpayer dollars. I have made it clear to industry that Navy expects three things. A learning
curve should be evident so each ship of the same type, whose design had not dramatically
changed, would take fewer man-hours to build and should cost less than previous ships. Second,
costs have to be scrubbed relentlessly with total visibility for Navy in estimates and bids. Third,
appropriate investments in both infrastructure and workforce training must be made and are a
shipbuilder’s responsibility.
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But along with those harder bargains and expectations | made a commitment to our industry
partners that the Department will do three things to keep up our end of the relationship. First, we
must build stable designs without major changes during construction. Second, if a new advanced
technology comes along after construction has started; it must wait until the next block of ships.
Finally, we will offer a realistic shipbuilding plan so that the number, type, and timing of
building would be transparent and offer some stability to the industry.

In today’s fiscal environment maintaining and increasing the fleet size will require sound
management, innovative solutions, and continuing to seek out efficiency in our acquisition
system. Navy shipbuilding is a unique public-private partnership; a key economic engine
touching all but one of the 50 states that provides over 100,000 high-skilled, high-paying jobs
and the basis for the global prosperity and security that naval presence has assured since World
War 1L

The FY15 Shipbuilding Plan projects that we will reach 300 ships by the end of the decade. This
plan maintains a force that is balanced and flexible and focuses on critical technologies. It is
designed to be able to prevail in 217 century combat situations, including anti-access, area-denial
environments, and to be operationally effective and resilient against cyber attacks. In 2013 we
awarded two ARLEIGH BURKE class destroyers (DDG’s) and contracted for seven more,
which will be built over the next several years through a multi-year procurement contract. In
total in ‘13 we delivered seven new vessels to the fleet. We deeply appreciate the support of this
committee and will work with you in order to build and maintain the fleet needed to address our
global requirements and responsibilities.

2013 saw a number of significant milestones for our new platforms and our research and
development programs. Our interim Afloat Forward Staging Base (AFSB) USS PONCE
continued to develop operating concepts for future AFSB’s and Mobile Landing Platforms
(MLPs). The next generation destroyer USS ZUMWALT (DDG-1000) and the MLP USNS
MONTFORD POINT were launched. The first P-8 Poseidon maritime patrol aircraft deployed
to the Pacific and the Navy and Marine Corps established their first F-35 Lightning II squadrons.
The Air and Missile Defense Radar (AMDR) began development, The Standard Missile 6 (SM-
6) was introduced to the fleet. None of these programs would be possible without your
continued support.

The deployment of Littoral Combat Ship (LCS) USS FREEDOM to the Pacific is an important
milestone in the LCS Program. The deployment tested the ship and its key operating concepts,
overcame first-in-class challenges, and provided the Navy with lessons learned and ways to
improve the program. The rotational forward deployment of the ship with our friends in
Singapore was an unqualified success. In addition to contributing to relief efforts for Typhoon
HAIYAN, the ship also conducted a very successful crew-swap, teaching us a great deal about
the LCS’ new and innovative manning and deployment concepts.

Our aviation and weapons programs are just as important to our ability to project power and
provide presence as our shipbuilding. In May Admiral Greenert and I stood on the deck of USS
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GEORGE H. W. BUSH and watched the landing of the X-47B unmanned carrier demonstrator.
It was an historic moment in naval aviation, and a critical step forward in the development of our
naval unmanned systems. We are pushing ahead with the Unmanned Carrier Launched Airborne
Surveillance and Strike system (UCLASS) to develop an aircraft capable of multiple missions
and functions, including precision strike in a contested environment. Support for this aircraft is
vital for shaping the carrier air-wing for the challenges of the 21* century. To enhance our
combat effectiveness and efficiency, these unmanned systems need to be integrated into
everything we do across the full range of military operations.

The at-sea testing of a directed energy weapon system was also an important development.
These new systems can give the Navy an affordable, multi-mission weapon with a deep
magazine and unmatched precision. Their modular nature will allow them to be installed on
numerous different classes of ships in the future. We intend to deploy the system on the USS
PONCE to continue testing and inform follow on Navy and DoD research into developing and
integrating affordable directed energy weapons into the Joint Force.

During difficult fiscal times it may be tempting to target research and development programs for
savings. However, that kind of thinking is short sighted. These programs, and our entire
research and development establishment from the Office of Naval Research to Navy labs to our
industry partners, are vital to our future.

Power — A National Security Issue

Power and energy are central to our naval forces and our ability to be in the right place, around
the world. It is what we need to get them there and keep them there. The Navy has a long,
proud history of energy innovation. From sail to coal to oil to nuclear, and now to alternative
fuels, the Navy has led the way.

Energy is a national security issue and can be, and is, used as a geostrategic weapon. Even with
domestic oil production up, imports declining, and new oil and gas reserves being discovered,
energy is still a security concern and military vulnerability. One reason for this is that oil is the
ultimate global commodity, often traded on speculation and rumor. In the aftermath of the
chemical weapons attack in Syria, oil prices surged to over $107 per barrel and remained there
for weeks, in what oil traders call a “security premium.” This same scenario plays out, such as
during the crises in Egypt and Libya, and every time instability arises. Each $1 increase in the
price of a barrel of oil results in a $30 million bill for the Navy and Marine Corps. This has huge
implications across the Department of Defense and for our security. DOD is the largest single
institutional consumer of fossil fuels on earth and budgets about $15 billion each year on fuel.
But in fiscal years 2011 and 2012 price spikes added another $3 billion to the DOD fuel bill.
The potential bills from that “security premium” can mean that we will have fewer resources for
maintenance and training. But more importantly, the cost of meeting our high fuel demand can
also be measured in the lives of Marines killed or wounded guarding fuel convoys. During the
height of operations in Afghanistan, we were losing one Marine, killed or wounded, for every 50
convoys transporting fuel into theater. That is far too high a price to pay.
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in 2009, I announced five energy goals for the Department of the Navy in order to improve our
energy security, increase our strategic independence, and improve our warfighting capabilities.
The topline goal commits the Department of the Navy to generate one-half of its encrgy needs
from non-fossil fueled sources by 2020. We are making real progress toward that goal through
greater energy efficiency and alternative fuel initiatives. Burning cleaner fuel, or burning less
fuel, is better for the environment but that is not our primary incentive. We’re pursuing these
alternatives because they can make us better warfighters.

Under a Presidential Directive, the Department of the Navy is working with the Departments of
Energy and Agriculture to help promote a national biofuel industry. This past year, under the
authority in Title ITI of the Defense Production Act (DPA), we took an important step forward,
with a DoD DPA award to four companies which committed to produce 160 million gallons of
drop-in, military-compatible biofuels each year at an average price of well below $4.00 per
gallon, a price that is competitive with what we are paying today for conventional fuels. DOD
policy and my prior commitment has been that we will only buy operational quantities of
biofuels when they are cost competitive. This initiative moves us far down that road. At full
production, biofuels combined with conventional fuel at a 50/50 blend hold the promise of being
able to cost-effectively provide our fleet with much of its annual fuel demand, providing real
competition in the liquid fuels market.

We also continue to develop our energy efficiency through research and development of more
efficient propulsion systems, shore-based power management and smart-grid technology, and
conservation measures. For example, in the past year the Naval Facilities Engineering
Command’s Engineering and Expeditionary Warfare Center provided technology demonstrators
at Camp Lemonnier, Djibouti which reduced fuel consumption nine percent base wide, even with
a three percent increase in energy demand because of an increased population. At Joint Base
Pearl Harbor Hickam a $2.2 million contract for the Daylight Project was awarded, which will
use sunlight to light warehouse spaces and utilize photo sensors to automatically turn off lights
when daylight levels are sufficient. In aggregate, FY 13 energy programs in Hawaii are projected
to save the government $4.7 million a year. The Marine Corps” development of expeditionary
power solutions, through the Experimental Forward Operating Bases or ExFOB, has made them
better warriors who are lighter and more agile in the face of today’s global threats.

The Navy has a long and successful history of partnering with industry to promote business
sectors and products important to our nation’s military and economic security. From the
development of the American steel industry to nuclear power, the Navy has helped the country
develop economically while helping Sailors benefit from the cutting edge of technology to
defend our nation. These programs are about diversifying fuel supplies, stabilizing fuel costs and
reducing overall energy needs. In achieving these energy goals, we will maximize our reach and
maintain our global presence and make our Navy and Marine Corps more combat capable.

Partnerships — The Global Maritime World
For the last seven decades American naval forces have deployed around the world to be, as
President Obama said this past year, the anchor of global security. We operate and exercise
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alongside our friends and partners around the world, to maintain the stability of the global
maritime commons. We work to uphold the key principles of free trade in free markets based on
freedom of navigation, which underwrites the unprecedented growth of the global economy.

In times of economic uncertainty it is more critical than ever to protect the stability of the global
system. As 90 percent of worldwide trade moves at sea, this system, and the sophisticated set of
international rules and treaties on which it is based, has become central to our global
marketplace. However the efficiency and intricate interdependencies of a “just in time”
economy place the system at risk from the destabilizing influences of rogue nations, non-state
actors, and regional conflicts.

The Navy and Marine Corps, by nature of their forward presence and the boundless quality of
the world’s oceans, are naturally suited to develop relationships, particularly in the innovative,
small footprint ways the updated Defense Strategic Guidance and QDR require. Helping
international partners increase their abilities and become more interoperable with us helps us all.
Allies and partners around the world recognize that our combined naval forces offer a unique and
critical capability. As an Asian Ambassador to the United States recently remarked to me, the
competing claims in the Pacific today have reminded some of our friends of the vital role U.S.
naval forces play in global stability.

Providing security for free trade and freedom of navigation across the maritime domain requires
more capacity than any single nation can muster. The United States Navy plays a principal role
in maintaining the freedom of the seas, but it cannot play an exclusive role. Partnerships
between like-minded nations, collaborating to ensure security and safety at sea, distribute the
burden based on alliances, shared values and mutual trust.

A recent Naval History and Heritage Command study titled “You Cannot Surge Trust” has
reinforced the fact that partnership and trust do not appear overnight. Naval operations, in peace
and war, are fundamentally human endeavors. Operational success is based as much, or more,
on professional norms, personal relationships and human decision making as on technology or
hardware. Partnerships are a critical naval endeavor.

In the past year, we continued to develop the strength of our partnerships across the globe.
Engagement between the leaders of the world’s naval forces is a critical component of building
those human connections. Because of this, our senior uniformed leaders and I have traveled
extensively to meet and consult with our peers.

Many nations have a longstanding territorial view inward, which caused them to focus
overwhelmingly on land forces in the past. But in today’s globalized world they recognize that
they now have to face outward. They are looking to the U.S. Navy and Marine Corps for advice
and assistance as they make that shift. Other nations are already maritime focused, and look to
develop the ability to train, exetcise, and operate together effectively to forward our shared
goals. Through our meetings between senior leaders and exercises with our allies, partners, and
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friends we are building the international relationships, trust, and inter-operability which are vital
to protecting our common interests in a globalized world.

In 2013 we conducted the largest exercise of the year in the Arabian Gulf, the International Mine
Countermeasures Exercise (IMCMEX). With representatives from 41 countries, including 6,600
sailors on 35 ships, the world’s navies cooperated to help promote regional stability and address
the global challenge of mine warfare. Also this past year, Expeditionary Strike Group 3 and the
1™ Marine Expeditionary Brigade conducted the multilateral amphibious exercise Dawn Blitz.
Alongside amphibious units from Canada, New Zealand, and Japan, and observers from
Australia, Chile, Colombia, Israel, Mexico, Peru and Singapore, the exercise helped increase our
core amphibious capabilities, while also strengthening our partnership and interoperability. As
mentioned earlier our partners in Singapore hosted the first forward stationing of the Littoral
Combat Ship USS FREEDOM. The ship conducted numerous exercises with our friends in
Southeast Asia, expanding the number of ports we can visit and work from in the littorals.

Some of our exercises are smaller and more focused, like Obangame Express 2013 which
occurred this past spring in the Gulf of Guinea. It concentrated on developing the maritime
security and patrol capabilities of local forces in West and Central Africa that have seen
increasing armed robbery at sea, piracy, smuggling and other maritime crimes. In part of this
exercise a team of U.S. Sailors who specialize in maritime security missions worked on board
the Belgian Naval Ship GODETIA with our European allies, to train African sailors in the tactics
for boarding and inspecting ships.

These are just a few examples of literally hundreds of operations, engagements, and exercises
that the Navy and Marine Corps participated in during the past year. However, we also had a
challenge in 2013 when it came to funding our operational, partnership and theater security
cooperation missions. The Navy was forced to cancel or defer ship deployments supporting
counter-narcotics missions in the Southern Command area of operations. Some exercises,
including some in support of the Southern Partnership Station in Central and South America, had
to be scaled back significantly because the sequester level funds did not provide us with the
operating budget we needed to complete the missions. Future funding at sequester levels is
likely to force us to continue to limit and prioritize our critical partnership building operations.

But our partnerships mean a great deal more than our alliances and friendships around the world.
The Navy and Marine Corps also have critical relationships with industry and with the American
people. Our nation’s defense industrial workers are skilled, experienced, and innovative and
can’t be easily replaced. We must provide stability and predictability to the industrial base to
maintain our ability to build the future fleet and keep our technological advantage. One of the
strengths of our system is the teamwork of our uniformed warfighters, our Navy and Marine
Corps civilians, the leadership team in Washington, and our industry partners.

Recently, the Chief of a Navy in the Asia-Pacific region reminded me of a fundamental

difference between land forces and naval forces. Land forces, he said, look down at a map.
They look at borders and lines and limitations. Naval forces look out toward the vast horizon
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and they look to the future. Sailors and Marines are a unique breed. When they join the sea
services they accept the challenge of the unknown with an adventurous spirit and an open mind.
That is part of why the Navy and Marine Corps are naturally inclined toward partnership, and
have been throughout our history, from operating with the Royal Navy to fight the slave trade in
the 19th century to modern coalition operations in the Pacific and the Arabian Gulf. That same
spirit which causes us to look for what comes next also causes us to Jook for new and innovative
solutions, and new friends to help us across the globe.

FY15 Budget Submission
The Department of the Navy’s FY 15 budget request is designed to meet the updated Defense

Strategic Guidance, and is informed by the 2014 Quadrennial Defense Review. It meets the
objectives the strategy laid out, but our fiscal limits force us to accept a certain amount of risk in
some mission areas. The Navy and Marine Corps continue to focus on planning for the 21*
century including preparing for the anti-access, area-denial challenge, sustaining our global
capability by increasing forward stationing and implementing new deployment models, and
sustaining the All-Volunteer Force. Based on our strategic outlook we have had to make tough
choices, and look to fund the most critical afloat and ashore readiness requirements, continue to
provide sovereign sea-based options for the Commander-in-Chief, and to sustain our vital
industrial base.

PB15 continues to build the fleet of more than 300 ships we will have by the end of this decade.
This fleet will include established and proven platforms which we are currently deploying, next
generation platforms, and new advanced weapons, sensors, and payloads. Guided by operational
concepts like Air Sea Battle, the experiences of more than ten years of war, and the lessons from
our war-gaming and studies, the Navy and Marine Corps of 2020 will be able to continue to
project power and to maintain stability in the global commons.

Supporting our Sailors and Marines is a vital part of our budget request. We have increased
spending on high priority Quality of Service programs, including increased career sea pay to help
incentivize sea duty. We have also modestly increased spending on Quality of Life programs
including on-base housing. But these initiatives must be balanced to ensure our Sailors and
Marines have the resources and equipment they need to complete the mission. Across the FYDP
we will add funds to improve Quality of Work issues like training support and improving the
availability of spare parts so our Sailors and Marines remain the most knowledgeable in the
world and have the tools they need to do their jobs. We protect programs that support our
Sailors or Marines when they need help. This includes sexual assault incident response and
training, suicide prevention, and family support programs. We remain committed to our
military-to-civilian transition assistance and work to ensure that our veteran employment
programs offer the best opportunities to capitalized on the knowledge and skills of transitioning
Sailors and Marines.

Maintaining undersea dominance is vital to the U.S. Navy. The development of the Virginia

Payload Module (VPM) will be critical when our guided missile submarines (SSGNs) begin to
retire in 2026. We must develop the VPM by funding R&D through FY 18, so that we can
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introduce the modules into the very successful VIRGINIA class submarines, thus assuring that
we will not lose capability as the SSGNs retire. This budget also funds the development of
improved sonar processors, improved sonobuoys, and improved torpedoes to help ensure that we
maintain our core undersea advantage.

Continued production of proven platforms for the fleet is a key element in this budget and across
the Future Years Defense Plan (FYDP). We will continue to build two VIRGINIA Class
submarines and two ARLEIGH BURKE Class destroyers per year in order to help increase the
size of the fleet and replace older ships as they retire. In FY15 we will purchase 29 MH-60R and
8 MH-60S helicopters, completing the upgrade of our tactical helicopter force which has been
underway for the past decade. We will also continue the procurement of the next generation E-
2D airborne early warning aircraft and of the MV-22B for the Marine Corps. These established
and world leading platforms provide the foundation of the future fleet.

This budget also procures new and advanced platforms that will take our fleet into the future.
We will build LCSs and AFSB, and continue to introduce Joint High Speed Vessels (JHSV) and
MLPs to the fleet. This will provide modular and mission focused capabilities around the world,
while helping to meet the presence requirements of the fleet. In aviation we will continue
production of the new P-8 Poseidon maritime patrol aircraft across the FYDP, deploying new
squadrons, as well as the F-35 Lightning II for both the Navy and Marine Corps. We will
continue the introduction of the next generation SM-6 Standard Missile to our AEGIS capable
ships, and fund the R&D for the Long Range Anti-Ship Missile (LRASM) which is vital for our
future surface combatants. However, it is important to point out that given the reality of the $38
billion reduction from PB14 to PB15, many of these purchases will be made at reduced rates.
PB15 buys 111 fewer aircraft and over 5000 fewer weapons across the FYDP than the PB14
program. This is part of the increased risk that we have had to accept.

Unmanned platforms and systems will be an important part of the future Navy and Marine Corps
and our budget carries on with R&D and production of these critical platforms. The MQ-4
Triton will complete its testing phase during this budget, and we will begin production for the
fleet across the rest of the FYDP. The R&D for UCLASS also continues in FY15, and
throughout the FYDP. Developing these aircraft is vital to the future of the carrier air-wing.
Unmanned Undersea Vehicles (UUVs) will be central to our mine-warfare capabilities and
maintaining undersea dominance. This budget includes R&D for muitiple systems, as well as
deployment of the Mk 18 Kingfisher UUV for counter-mine missions. Across the entire
spectrum of military operations, an integrated force of manned and unmanned platforms is the
future.

We will continue to fund our energy programs with this budget by moving forward with the
biofuels program under the DPA, as well as continuing our sea and shore based efficiency
programs. This budget includes $776 million in tactical and ashore energy programs in FY15,
and $3.8 billion across the FYDP, Our ashore initiatives, including appropriated funds and third
party investments, of $570 million in FY 15 are projected to generate annual savings of over $100
million dollars, starting in FY17, due to efficiencies. Investments in tactical programs help
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increase our on station time for ships, reduce need for resupply, and increase the amount of time
our Marine Corps units can stay in the field, making us more capable militarily. Continuing to

work toward the Department’s energy goals will allow us to lessen the impact of price volatility
in the energy market and make us better warfighters.

This budget includes funds to maintain our presence in the Middle East, and advance our
capabilities there. Funding for the continued deployment of the Interim-AFSB USS PONCE,
improved manning for our mine-countermeasures ships, and the introduction of new capabilities,
are important parts of this effort. The new weapons and systems, like the Laser Weapon System
(LaWS) aboard PONCE, the Advanced Precision Kill Weapon System (APKWS) guided rockets
for our MH-60 helicopters, and the Sea Fox UUV mine neutralization system, will help our
Sailors and Marines maintain their edge in the Arabian Gulf and beyond. We are also funding
the forward stationing of ten Coastal Patrol ships (PCs) to Bahrain which will increase their
availability to the combatant commander and increased presence in the shallow waters of the
region.

PB 15 also represents the platforms and payloads necessary for increasing operations in the Asia-
Pacific region as we continue to support the rebalance toward Asia. This budget sustains the
operations of our LCS’s in Singapore, which includes early investment for the rotational
deployment of up to four LCS's by 2017. Exercises in the Pacific, like our CARAT and Pacific
Partnership missions, will be funded to ensure that we maintain our partnerships in the region.
We also continue to support the growth in the number of Marines who are rotating through
Darwin, Australia. This year we are expanding from a Company sized unit to a Battalion, and in
the coming years we will continue to expand to a Marine Air Ground Task Force (MAGTF).

In our FY'15 budget we include funding to support the movement of more of our ships and units
forward as the most effective and cost-efficient means of maintaining our global presence.
Forward based, stationed, or operating ships all provide presence at a significantly lower cost
since one ship that operates continuously overseas provides the same presence as about four
ships deploying rotationally from homeports in the United States. Besides the PC's to Bahrain
and the LCS's to Singapore, we continue to fund the forward basing of four BMD capable
DDG’s to Rota, Spain. As the DDG’s from Rota patrol European and African waters, we free
other ships to deploy elsewhere. This year we will also begin moving JHSV’s forward and
prepare for the fleet introduction of the MLPs and AFSBs. We will continue the operations of,
and expand the size of, the Marine Corps' new Special Purpose MAGTF-Crisis Response
operating out of Moron, Spain.

It is our duty to spend the tax-payers” dollars wisely, and it is a duty that we take very seriously
in the Department of the Navy. We continue to look at contractual services spending for
efficiencies, with conscious decisions made to challenge requirements through mechanisms such
as “contract courts,” requiring annual justification of contracts. We are willing to accept higher
levels of risk in some areas of services spending before sacrifices are made in force structure,
modernization, or readiness. I have also ordered the Deputy Under Secretary of the
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Navy/Deputy Chief Management Officer to begin a comprehensive assessment of the business
challenges facing the Navy and Marine Corps.

The FY15 budget request for the Navy and Marine Corps gives us what we need to accomplish
the missions assigned in the new Quadrennial Defense Review and updated Defense Strategic
Guidance. However, the funding levels allowed under the Bipartisan Budget Act mean that we
have to accept higher levels of risk for some of those missions. If the nation is confronted with a
technologically advanced challenger, or more than one major contingency operation at a time,
those risks would increase further. We face readiness challenges that are a result of sequester
induced shortfalls, continuing fiscal constraints, and the high demand for naval forces globally.

Conclusion

This year we commemorate the 150" anniversary of the Battle of Mobile Bay. A century and a
half ago our nation was engulfed in the Civil War. A Task Force under the command of Admiral
David Farragut, one of our Navy’s greatest heroes, attacked the ships and forts that defended the
port at Mobile, Alabama. Facing down Confederate Ironclads and a treacherous minefield in the
shallow, enclosed waters, he issued his famous order, “Damn the Torpedoes, full speed ahead.”
Lashed high in the rigging of his flagship he led the attack from the front of the formation to
capture the last major Confederate port on the Gulf Coast.

From the halls of Montezuma to Point Luck and the waters around Midway, our Sailors and
Marines have demonstrate that kind of dedication and daring time and again. They, and our
Navy and Marine Corps civilians, continue in that spirit today whether facing combat in
Afghanistan, dangerous operations at sea, or the challenges created by the past year of budget
instability. The budget request that we are making for FY15, the specific details of which are
included in the President’s FY 15 budget submission, will provide them with the equipment,
training, and resources they need to continue their efforts in support of our nation’s security. As
our founding fathers outlined over two centuries ago, it is our responsibility to ensure that we
maintain our Navy and Marine Corps.

Today we face a dangerous and challenging world. Rising powers and maritime territorial
conflicts threaten freedom of navigation and the free trade of today’s global economic system.
Terrorist organizations continue to proliferate around the world. Political instability threatens to
break into violence in numerous regions. The Navy and Marine Corps are our nation’s insurance
policy. Our People, Platforms, Power and Partnerships must be efficiently developed and
appropriately funded to ensure our ability to provide the President with the options required and
the American people with the security they deserve.

For 238 years our Sailors and Marines have been there when the nation called and we must
endeavor to ensure that we are there for the future. Difficult times pose difficult questions, and
the Commandant, CNO and I look forward to answering yours. The continued support of this
committee is essential in ensuring the Navy and Marine Corps team has the resources it needs to
defend our nation now and in the future. As President Woodrow Wilson once said, “A powerful
Navy, we have always regarded as our proper and natural means of defense.”
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SUMMARY STATEMENT OF ADMIRAL GREENERT

Mr. FRELINGHUYSEN. Admiral Greenert, good morning and thank
you for being with us.

Admiral GREENERT. Thank you, Chairman Frelinghuysen, and
Ranking Member Visclosky, distinguished members of the com-
mittee.

I am proud to represent 633,000 sailors, Navy civilians and their
families, especially the 50,000 sailors deployed and operating for-
ward around the globe today.

The dedication and resilience of our people continue to amaze
me, Mr. Chairman, and the citizens of this Nation can take great
pride in the daily contributions of their sons and daughters in
places that count.

I, too, like Secretary Mabus just past, would like to offer my con-
dolences to the family and the friends and the shipmates of the
sailor killed in last night’s shooting.

The sailors, particularly those of the USS MAHAN, are in our
thoughts and prayers today, as well as the entire Norfolk Naval
Station family.

Mr. Chairman, it is an honor to testify today for the first time
under your leadership of the committee. And I am also, as Sec-
retary Mabus said, proud to appear this morning beside him and
General Amos.

Your Navy and Marine Corps team is united in fulfilling our
longstanding mandate to be where it matters when it matters and
to be ready to respond to crises to assure that the stability that un-
derpins the global economy is in place.

General Amos has been a great shipmate. Our services’ synergy
of effort has never been better, and I am committed to continuing
that momentum.

Secretary Mabus has provided us the vision, the guidance, and
the judiciousness to build the finest Navy and Marine Corps that
this Nation is willing to afford.

Mr. Chairman, forward presence is our mandate. We operate for-
ward to give the President options to deal promptly with contin-
gencies.

As we conclude over a decade of wars and bring our ground
forces home from extended stability operations, your naval forces
will remain on watch.

The chartlet that I provided in front of you which has the Navy
today shows the global distribution of the deployed forces as well
as our bases and our places that support them.

Our efforts are focused in the Asia-Pacific and the Arabian Gulf,
but VVﬁ‘ provide presence and respond as needed in other theaters
as well.

Now, with this forward presence, over the last year we were able
to influence and shape decisions of leaders in the Arabian Gulf and
in Northeast Asia.

We patrolled off the shores of Libya, Egypt and Sudan to protect
American interests and to induce regional leaders to make the
right choices.

We relieved suffering and provided assistance and recovery in
the Philippines in the wake of a devastating typhoon. Our presence
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dissuades aggression and coercion against our allies and friends in
the East and the South China Seas.

We kept piracy at bay in the Horn of Africa, and we continued
to support operations in Afghanistan while taking the fight to in-
surgents, terrorists and their supporting networks across the Mid-
dle East and Africa with our expeditionary and Special Operations
forces.

The 2014 budget will enable us an acceptable forward presence.
Through the remainder of fiscal year 2014, we will be able to re-
store fleet training, maintenance and operations and recover a sub-
stantial part of the 2013 backlog caused by that tough year, and
I thank this committee for its support.

The President’s 2015 budget submission enables us to continue
to execute these missions, but we will face high risk in specific mis-
sions, those that are articulated in the defense strategic guidance.
And I have laid that out in my written statement to you.

Our fiscal guidance for the FYDP—that is the future year de-
fense plan—for the President’s budget 2015 is about halfway be-
tween the Budget Control Act caps and our PRESBUD 2014 plan.
That represents a net decrease of $31 billion versus PRESBUD
2014.

So to prepare our program within these constraints, I set the fol-
lowing six priorities: Number one, a sea-based strategic deterrence;
number two, forward presence; number three, the capability and
capacity to win decisively; four is readiness; five, asymmetric capa-
bilities and maintaining technological edge; and, six, as you articu-
lated, sustaining the relevant industrial base.

Using these priorities, we build a balanced portfolio of capabili-
ties within the fiscal guidance provided. We continue to maximize
our presence in the Asia-Pacific and the Middle East using innova-
tive combinations of rotational, forward basing and forward sta-
tioning forces.

We still face shortfalls in support ashore and a backlog in facili-
ties maintenance that will erode the ability of our bases to support
the fleet.

We have slowed modernization in areas that are central to re-
main ahead of or keep pace with technologically advanced adver-
saries.

Consequently, we face higher risks if confronted with a high-tech
adversary or if we attempt to conduct more than one multi-phased
major contingency simultaneously.

I am troubled by the prospects of reverting to Budget Control Act
revised caps in 2016. That would lead to a Navy that is just too
small and lacking the advanced capabilities needed to execute the
missions that the Nation faces and that it expects of its Navy.

We would be unable to execute at least 4 of the 10 primary mis-
sions articulated in the defense strategic guidance in the Quadren-
nial Defense Review if we reverted to those caps.

Looking at the back of the chartlet that I provided you, you can
see our ability to respond to contingencies and that they would be
dramatically reduced, limiting our options and our decision space,
and we would be compelled to inactivate an aircraft carrier and an
air wing.
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Further, as you can see there, our modernization and our recapi-
talization would be dramatically reduced, threatening the readiness
and threatening our industrial base.

Reverting to the BCA caps year by year will leave our country
less prepared to deal with crises, our allies’ trust will wane, and
our enemies will be less inclined to be dissuaded or to be deterred.

Mr. Chairman, I remain on board with the efforts to get the fis-
cal house in order. I look forward to working with this committee
to find solutions that enable us to sustain readiness while building
an affordable, but a relevant, future force. This force has to be able
to address a range of threats, contingencies and high-consequence
events that could impact our core interests.

I appreciate the opportunity to testify today. Thank you for your
continued support and this committee’s continued support. I look
forward to the questions.

Mr. FRELINGHUYSEN. Thank you, Admiral Greenert.

[The written statement of Admiral Greenert follows:]
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Chairman Frelinghuysen, Ranking Member Visclosky, and distinguished members of the
Committee, | am honored to represent more than 600,000 active and reserve Sailors, Navy
Civilians, and their Families, especially the 48,000 Sailors who are underway on ships and
submarines and deployed in expeditionary roles, around the globe today.

As the chartlet below shows, 104 ships (36% of the Navy) are deployed around the globe
protecting the nation’s interests. This is our mandate: to be where it matters, when it matters.

% {Total: 290 Ships
Deployed: 104 Ships
48,000 Parsonnal

I00RYS
: “A Strategic Maritire Crossroads

OPERATE FORWARD:

Figure 1: The Navy's forward presence today.

I would like to begin this statement by describing for you the guidance that shaped our
decisions within the President’s Budget for FY 2015 (PB-15) submission. I will address the
Navy’s situation following the budget uncertainty in FY 2013, the Bipartisan Budget Act of 2013
(BBA), and the National Defense Authorization Act (NDAA) for FY 2014. Then, I will provide
details of our PB-15 submission.

Strategic Guidance

The governing document for PB-15 is the 2014 Quadrennial Defense Review (QDR).
The QDR uses the 2012 Defense Strategic Guidance (DSG) as a foundation and builds on it to
describe the Department of Defense’s role in protecting and advancing US interests and
sustaining American leadership. The DSG and its ten Primary Missions of the US Armed Forces
have guided Navy’s planning for the past two years. Validated by the QDR, those missions
remain the baseline against which [ measure our posture in various fiscal scenarios. Also, 2020
is the benchmark year identified by the DSG, and that remains the timeframe on which my
assessments are focused.

The QDR’s updated strategy is built on three pillars: Protect the Homeland, Build
Security Globally, and Project Power and Win Decisively. In support of these, it requires the
Navy to “continue to build a future fleet that is able to deliver the required presence and
capabilities and address the most important warfighting scenarios.”
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In order to improve its ability to meet the nation’s security needs in a time of increased
fiscal constraint, the QDR also calls for the Joint Force to “rebalance” in four key areas; (1)
rebalancing for a broad spectrum of conflict, (2) rebalancing and sustaining our presence and
posture abroad, (3) rebalancing capability, capacity, and readiness within the Joint Force, and
(4) rebalancing tooth and tail. To satisfy these mandates of the QDR strategy, the Navy has
been compelled to make tough choices between capability and capacity, cost and risk, and to do
so across a wide range of competing priorities. Our fundamental approach to these choices has
not changed since 1 assumed this position. We continue to view each decision through the lens
of the tenets | established when [ took office: Warfighting First, Operate Forward, Be Ready.

Overview

When [ appeared before the Senate Armed Services Committee in November 2013, 1
testified that adherence to the Budget Control Act of 2011 (BCA) revised discretionary caps,
over the long term, would result in a smaller and less capable Navy. That Navy would leave us
with insufficient capability and capacity to execute at least four of the ten primary missions
required by the DSG.

Passage of the BBA and the topline it sets for FY 2015, together with the fiscal guidance
provided for this submission provide a level of funding for the Navy that is $36 billion above the
estimated BCA revised discretionary caps across the FY 2015 to FY 2019 Future Years Defense
Plan (FYDP). That funding level is still $31 billion below the level planned for in our PB-14
submission. Accordingly, the Navy PB-15 program reduces risk in most DSG primary missions
when compared to a BCA cap scenario, but we still face higher risk in at least two primary
missions compared to PB-14. This high risk is most likely to manifest if we are faced with a
technologically advanced adversary, or if we attempt to conduct more than one multi-phased
major contingency simultancously

In the PB-15 submission, we assess that the Navy of 2020 will:

+ Include 308 ships in the Battle Force', of which about 123 will be deployed. This
global deployed presence will include more than two carrier strike groups (CSG) and
two amphibious ready groups (ARG) deployed, on average. 1t is similar to the
presence provided by PB-14.

+ Provide “surge” capacity of about three CSG and three ARG, not deployed, but ready
to respond to a contingency.

" 1t should be noted that the Department of the Navy revised guidelines for accounting for the size of the Navy’s
Battle Force. Therefore, numbers in this statement are not directly comparable to those used in prior testimony.
Changes to guidelines include clarifying the accounting for smaller, forward deployed ships {e.g. patrol coastal,
mine countermeasures ships, high speed transports) and ships routinely requested by Combatant Commanders {e.g,
hospital ships).

The following table illustrates the differences between new and old Battle Force accounting guidelines:
Today FY 2015 FY 2020
[ PB-13; New Guidelines 290 284 308
|_PB-15: Qld Guidelines 284 274 302

[3%3
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o Deliver ready forces to conduct the DSG primary mission Deter and Defeat
Aggression, but with less margin for error or ability to respond to unforeseen or
emergent circumstances, compared to PB-14.

» Conduct, but with greater risk, the DSG primary mission Project Power Despite Anii-
Access/Area Denial (A2/AD) Challenges against a technologically advanced
adversary compared to PB-14. This is principally due to slower delivery of new
critical capabilities, particularly in air and missile defense, and overall ordnance
capacity.

s Provide increased ship presence in the Asia-Pacific region of about 67 ships, up from
about 50 on average today; presence in the Middle East will likewise increase from
about 30 ships on average today to about 41 in 2020. These are both similar to the
levels provided by PB-14.

In order to ensure the Navy remains a balanced and ready force while complying with the
reduction in funding below our PB-14 plan, we were compelled to make difficult choices in PB-
15, including slowing cost growth in compensation and benefits, maintaining the option to refuel
or inactivate one nuclear aircraft carrier (CVN) and a carrier air wing (CVW), inducting eleven
guided missile cruisers (CG) and three dock landing ships (LSD) into a phased modernization
period, canceling procurement of 79 aircraft, canceling 3,500 planned weapons procurements,
and reducing funding for base facilities sustainment, restoration, and modernization.

Additional challenges arc on the horizon. In the long term beyond 2019 {the end of the
PB-15 FYDP), I am increasingly concerned about our ability to fund the Ohio Replacement
ballistic missile submarine (SSBN) program-—our highest priority program—within our current
and projected resources. The Navy cannot procure the Ohio Replacement in the 2020s within
historical shipbuilding funding levels without severely impacting other Navy programs.

Where we are today

Before describing our FY 2015 submission in detail, I will discuss the Navy’s current
posture, which established the baseline for our PB-15 submission.

The impact of the continuing resolution and sequestration reductions in FY 2013
compelled us to reduce afloat and shore operations, which created an afloat and shore
maintenance and training backlog. We were able to mitigate some of the effects of this backlog
through reprogramming funds in FY 2013 and Congressional action in FY 2014 to restore some
funding. Impact to Navy programs, caused by the combination of sequestration and a continuing
resolution in FY 2013 included:

+ Cancellation of five ship deployments and delay of a carrier strike group (CSG)
deployment.

» Inactivation, instead of repair, of USS Miami beginning in September 2013.

« Reduction of facilities sustainment by about 30% (to about 57% of the requirement).
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+ Reduction of base operations, including port and airfield operations, by about 8% (to
about 90% of the requirement).

» Furlough of civilian employees for six days.

Shortfalls caused by FY 2013 sequestration still remain in a number of areas.
Shipbuilding programs experienced $1 billion in shortfalls in FY 2013, which were partially
mitigated with support from Congress to reprogram funds and by FY 2014 appropriations. PB-
15 requests funding to remedy the remaining $515 million in shipbuilding shortfalls. Funding to
mitigate (but not enough to completely reconcile) other carryover shortfalls that remain in areas
such as facilities maintenance, fleet spares, aviation depots, and weapons maintenance is
requested in the Opportunity, Growth and Security (OGS) Initiative submitted to Congress with
PB-15.

In FY 2014, Congress’ passage of the BBA and subsequent appropriations averted about
$9 billion of the estimated $14 billion reduction we would have faced under sequestration. As a
result:

*  We are able to fully fund our FY 2014 shipbuilding plan of eight ships.

+  We are able to protect research, development, testing, and evaluation (RDT&E)
funding to keep the Ohio Replacement Program—our top priority program—on track.

¢ Weare able to fund all Navy aircraft planned for procurement in FY 2014,
In our readiness programs, $39 billion of the $40 billion requirement was funded, enabling us to:
¢ Fund all ship maintenance.
« Fund all required aviation depot maintenance.
o Fully fund ship and aircraft operations.

The remaining $5 billion shortfall below our PB-14 request includes about $1 billion in
operations and maintenance accounts and about $4 billion in investment accounts. To deal with
this shortfall, in the area of operations and maintenance we are aggressively pursuing contracting
efficiencies in: facilities sustainment projects, aviation logistics, and ship maintenance. To
address the remaining investment shortages, we are compelled to reduce procurement of
weapons and spare parts, to extend timelines for research and development projects, and to defer
procurement of support equipment for the fleet.

QOur strategic approach: PB-15

In developing our PB-15 submission, we evaluated the warfighting requirements to
execute the primary missions of the DSG. These were informed by current and projected threats,
global presence requirements defined by the Global Force Management Allocation Plan
(GFMAP), and warfighting scenarios described in the Combatant Commanders’ operational
plans and Secretary of Defense-approved Defense Planning Scenarios (DPS). To arrive at a
balanced program within fiscal guidance, we focused first on building appropriate capability,
then delivering it at a capacity we could afford. Six programmatic priorities guided us:

4
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First, maintain a credible, modern, and survivable sea-based strategic deterrent. Under
the New START Treaty, the Navy SSBN force will carry about 70% of the US accountable
deployed strategic nuclear warheads by 2020. Our PB-15 request sustains today’s 14-ship SSBN
force, the Trident D5 ballistic missile and support systems, and the Nuclear Command, Control,
and Communications (NC3) system. The Ohio-class SSBN will retire, one per year, beginning
in 2027. To continue to meet US Strategic Command presence and surge requirements, PB-15
starts construction of the first Ohio Replacement SSBN in 2021 for delivery in 2028 and first
deterrent patrol in 2031.

Second, sustain forward presence of ready forces distributed globally to be where it
matters, when it matters. We will utilize cost-effective approaches such as forward basing,
forward operating, and forward stationing ships in the Asia-Pacific, Europe, and the Middle East.
Rotational deployments will be stabilized and more predictable through implementation of an
improved deployment framework we call the Optimized Fleet Response Plan (O-FRP). We will
distribute our ships to align mission and capabilities to global region, ensuring high-end
combatants are allocated where their unique capabilities are needed most. We will meet the
adjudicated FY 2015 Global Force Management Allocation Plan (GFMAPY); however, this
represents only 44% of the global Geographic Combatant Commander (GCC) requests.
Sourcing all GCC requests would require about 450 combatant ships with requisite supporting
structure and readiness.

Third, preserve the means (capability and capacity) to both win decisively in one multi-
phase contingency operation and deny the objectives of-or impose unacceptable costs
on—another aggressor in another region. In the context of relevant warfighting scenarios, we
assessed our ability to provide more than fifty end-to-end capabilities, also known as “kill
chains™ or “effects chains.” Each chain identifies all elements needed to provide a whole
capability, including sensors, communications and networks, operators, platforms, and weapons.
PB-15 prioritizes investments to close gaps in critical kill chains, and accepts risk in capacity or
in the rate at which some capabilities are integrated into the Fleet,

Fourth, focus on critical afloat and ashore readiness to ensure “the force” is adequately
funded and ready. PB-15 (compared to a BCA revised caps level) improves our ability to
respond to contingencies (*‘surge” capacity) by increasing the readiness of non-deployed forces.
However, it increases risk to ashore readiness in FY 20135, compared to PB-14, by reducing
facilities sustainment, restoration, and modernization (FSRM) and military construction
(MILCON) investments. This reduction adds to backlogs created by the deferrals in FY 2013
and FY 2014, exacerbating an existing readiness problem.

Fifih, sustain or enhance the Navy’s asymmetric capabilities in the physical domains as
well in cyberspace and the electromagnetic spectrum. Our FY 2015 program prioritizes
capabilities to remain ahead of or keep pace with adversary threats, including electromagnetic
spectrum and cyber capabilities and those capabilities that provide joint assured access
developed in concert with other Services under Air-Sea Battle. Our program terminates certain
capability programs that do not provide high-leverage advantage, and slows funding for those
that assume too much technical risk or could be developed and “put on the shelf” until needed in
the future.
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Sixth, sustain a relevant industrial base, particularly in shipbuilding. We will continue to
evaluate the impact of our investment plans on our industrial base, including ship and aircraft
builders, depot maintenance facilities, equipment and weapons manufacturers, and science and
technology researchers. The government is the only customer for some of our suppliers,
especially in specialized areas such as nuclear power. PB-15 addresses the health of the
industrial base sustaining adequate capacity, including competition, where needed and viable.
We will work closely with our industry partners to manage the risk of any further budget
reductions.

Stewardship Initiatives. Another important element of our approach in PB-15 included
business transformation initiatives and headquarters reductions to comply with Secretary of
Defense (SECDEF) direction. In order to maximize warfighting capability and capacity, the
Department of the Navy achieved approximately $20 billion in savings across the PB-15 FYDP
through a collection of business transformation initiatives. These can be grouped into four major
categories: 1) more effective use of operating resources (about $2.5 billion over the FYDP), 2)
contractual services reductions (about $14.8 billion FYDP), 3) Better Buying Power (BBP) in
procurement (about $2.7 billion FYDP), and 4) more efficient research and development (about
$200 million FYDP). These initiatives build on Navy and Department of Defense (DOD)
initiatives that date back to 2009 and represent our continuing commitment to be good stewards
of taxpayer dollars.

Our PB-15 request also achieves savings through significant headquarters reductions,
placing us on track to meet the 20% reduction by FY 2019 required by SECDEF fiscal guidance.
We applied reductions to a broader definition of headquarters than directed, achieving a savings
of $33 million in FY 2015 and $873 million over the FYDP from reductions in military, civilian,
and contractor personnel. In making these reductions, we protected fleet operational warfighting
headquarters and took larger reductions in other staffs.

What we can do

As described earlier, PB-15 represents some improvement over a program at the BCA
revised caps, but in PB-15 we will still face high risk in executing at least two of the ten primary
missions of the DSG in 2020. The 2012 Force Structure Assessment” (FSA) and other Navy
analysis describe the baseline of ships needed to support meeting cach of the ten missions
required by the DSG. Against that baseline and our “kill chain” analysis described earlier, we
assess that under PB-15 the Navy of 2020 supports each of the ten DSG missions as follows:

1. Provide a Stabilizing Presence. Our PB-15 submission will meet the adjudicated
presence requirements of the DSG. By increasing the number of ships forward stationed and
forward based, PB-15 in some regions improves global presence as compared to our PB-14
submission. The Navy of 2020:

s Provides global presence of about 123 ships, similar to the aggregate number planned
under PB-14.

? Consistent with other “ship counts” in this statement, the regional presence numbers described in this section are
not directly comparable to those used in previous years due to the Battle Force counting guidelines revision,
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» Increases presence in the Asia-Pacific from about 50 ships today on average to about
67 in 2020 on average, a greater increase than planned under PB-14.

o “Places a premium on US military presence in—and in support of-partner nations” in
the Middle East, by increasing presence from about 30 ships® today on average to
about 41 on average in 2020.

o Continues to “evolve our posture” in Europe by meeting ballistic missile defense
(BMD) European Phased Adaptive Approach (EPAA) requirements with four BMD-
capable guided missile destroyers (DDG) in Rota, Spain and two land-based sites in
Poland and Romania. The first of these DDG, USS Donald Cook, arrived in February
2014 and all four will be in place by the end of FY 2015. Additional presence in
Europe will be provided by forward operating joint high speed vessels (JHSV) and
some rotationally deployed ships.

»  Will provide “innovative, low-cost and small-footprint approaches” to security in
Africa and South America by deploying one JHSV, on average, to each region.
Beginning in FY 2015, we will deploy one hospital ship (T-AH), on average, and,
beginning in FY 2016, add one patrol coastal (PC) ship, on average, to South
America. Afloat forward staging bases (AFSB) forward operating in the Middle East
will also provide additional presence in Africa as required.

2. Counter Terrorism and Irregular Warfare (CT/IW). We will have the capacity to
conduct widely distributed CT/IW missions. This mission requires Special Operations Forces,
expeditionary capabilities such as Intelligence Exploitation Teams (1ET), and specialized
platforms such as two AFSB and four littoral combat ships (LL.CS) with embarked MH-60
Seahawk helicopters and MQ-8 Fire Scour unmanned air vehicles. PB-15 adds capacity for this
mission by procuring a third mobile landing platform (MLP) AFSB variant in FY 2017 for
delivery in FY 2020.

3. Deter and Defeat Aggression. FSA analysis described the ship force structure required
to meet this mission’s requirement: to be able to conduct one large-scale operation and
“simultaneously be capable of denying the objectives of—or imposing unacceptable costs on—-an
opportunistic aggressor in a second region. ” According to the FSA, the Navy has a requirement
for a force of 11 CVN, 88 large surface combatants (DDG and CG), 48 attack submarines (SSN),
11 large amphibious assault ships (LHA/D), 11 amphibious transport docks (LPD), 11 LSD, 52
small surface combatants (collectively: LCS, frigates, mine countermeasure ships) and 29
combat logistics force (CLF) ships. This globally distributed force will yield a steady state
deployed presence of more than two CSG and two amphibious ready groups (ARG), with three
CSG and three ARG ready to deploy in response to a contingency (“surge™). The Navy of 2020
delivered by PB-15, however, will be smaller than the calculated requirement in terms of large
surface combatants, LHA/D, and small surface combatants. This force structure capacity

* Under revised Battle Force accounting guidelines, the Middle East presence today now includes eight patrol
coastal (PC) ships forward based in Bahrain; the number will increase to 10 in FY 2014, PC were not counted
previously before the revision.



119

provides less margin for error and reduced options in certain scenarios and increases risk in this
primary mission. [f we return to a BCA revised caps funding level in FY 2016, the situation
would be even worse. We would be compelled to inactivate a CVN and CVW and to reduce
readiness and other force structure to ensure we maintain a balanced, ready force under the
reduced fiscal topline. As in the BCA revised caps scenario I described previously, these
reductions would leave us with a Navy that is capable of one multi-phase contingency. Under
these circumstances, we would not meet this key DSG mission.

4. Conduct Stability and Counterinsurgency Operations. The Navy of 2020 will be able
to meet the requirements of this DSG mission.

5. Project Power Despite Anti-Access/Area-Denial (A2/AD) Challenges. Compared to
PB-14, our overall power projection capability development would slow, reducing options and
increasing our risk in assuring access. The reduced procurement of weapons and slowing of air
and missile defense capabilities, coupled with joint force deficiencies in wartime information
transport and airborne intetligence, surveillance, and reconnaissance (ISR), will cause us to
assume high risk in conducting this DSG mission if we are facing a technologically advanced
adversary. PB-15 makes results in the following changes to air and missile defense capabilities
(versus PB-14):

+ The Navy Integrated Fire Control-Counter Air (NIFC-CA) Increment | capability will
still field (with the E-2D Advanced Hawkeye aircraft) in 2015, but only four air wings
(versus six in PB-14) will have transitioned to the E-2D by 2020. Fewer air wings
with E-2D translates to less assured joint access. NIFC-CA Increment | integrates
aircraft sensor and ship weapon capabilities, improving lethality against advanced air
and missile threats.

e The F-35C Lightning 11, the carrier-based variant of the Joint Strike Fighter, is
scheduled to achieve Initial Operational Capability (I0C) between August 2018 and
February 2019. However, our F-35C procurement will be reduced by 33 airframes in
the PB-15 FYDP when compared to PB-14. The F-35C, with its advanced sensors,
data sharing capability, and ability to operate closer to threats, is designed to enhance
the CVW’s ability to find targets and coordinate attacks. The impact of this reduced
capacity would manifest itself particularly outside the FYDP, and after F-35C 10C.

¢ All components of an improved air-to-air kill chain that employs infrared (IR) sensors
to circumvent adversary radar jamming will be delayed one year. The Infrared
Search and Track (IRST) Block | sensor system will field in 2017 (versus 2016) and
the improved longer-range IRST Block 11 will not deliver until 2019 (versus 2018).

* Improvements to the air-to-air radio frequency (RF) kill chain that defeats enemy
jamming and operates at longer ranges will be slowed, and jamming protection
upgrades to the F/A-18E/F Super Horner will be delayed to 2019 (versus 2018).

However, PB-15 sustains our advantage in the undersea domain by delivering the
following capabilities:
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»  PB-15 procures 56 P-8A Poseidon maritime patrol aircraft over the FYDP, replacing
the legacy P-3C Orion’s capability.

« Continues to procure two Virginia-class SSN per year through the FYDP, resulting in
an inventory of 21 Virginia-class (of 48 total SSN) by 2020,

« Continues installation of anti-submarine warfare (ASW) combat system upgrades for
DDG and improved Multi-Function Towed Arrays (MFTA) for DDG and CG. Both
installations will be complete on all DDG forward based in the Western Pacific by
2018.

s All of our P-8A and ASW helicopters in the Western Pacific will still be equipped
with upgraded sonobuoys and advanced torpedoes by 2018,

e The LCS mine countermeasures (MCM) mission package, which employs unmanned
vehicles and offboard sensors to localize and neutralize mines, will complete testing
of its first increment in 2015 and deploy to the Arabian Gulf with full operational
capability by 2019.

¢ The LCS ASW mission package, which improves surface ASW capability by
employing a MFTA in concert with a variable depth sonar (VDS), will still field in
2016.

« Additional Mk 48 Advanced Capability (ADCAP) heavyweight torpedoes, restarting
the production line and procuring 105 Mod 7 torpedoes across the FYDP. The restart
will also provide a basis for future capability upgrades.

6. Counter Weapons of Mass Destruction. This mission has two parts: (1) interdicting
weapons of mass destruction as they proliferate from suppliers, and (2) defeating the means of
delivery during an attack. PB-15 will meet requirements for this mission by providing sufficient
deployed CSG, ARG, and surface combatants, as well as SEAL and EOD platoons, to address
the first part. For the second part, BMD-capable DDG exist in sufficient numbers to meet
adjudicated GCC presence requirements under the GFMAP, and can be postured to counter
weapons delivered by ballistic missiles in regions where threats are more likely to emanate. That
said, missile defense capacity in some scenarios remains a challenge and any reduction in the
number of BMD-capable DDG raises risk in this area.

7. Operate Effectively in Space and Cyberspace. Our PB-15 submission continues to
place priority on cyber defense and efforts to build the Navy’s portion of the Department of
Defense’s Cyber Mission Forces. Continuing PB-14 initiatives, PB-15 will recruit, hire, and train
976 additional cyber operators and form 40 cyber mission teams by 2016. Additionally, we will
align Navy networks with a more defensible DOD Joint Information Environment (JIE) through
the implementation of the Next Generation Enterprise Network (NGEN) ashore and
Consolidated Afloat Networks and Enterprise Services (CANES) at sea.

8. Muaintain a Safe, Secure, and Effective Nuclear Deterrent. This mission is the Navy’s
top priority in any fiscal scenario, and our PB-15 submission will meet its requirements, It
satisfies STRATCOM demand for SSBN availability through the end of the current Ohio class’
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service life. Additionally, our PB-135 submission funds Nuclear Command, Control, and
Communications (NC3) modernization and the Trident D5 ballistic missile Life Extension
Program (LEP) while sustaining the fleet of E-6B Mercury Take Charge and Move Out
(TACAMO) aircraft.

9. Defend the Homeland and Provide Support to Civil Authorities. PB-15 will maintain
an appropriate capacity of aircraft carriers, surface combatants, amphibious ships, and aircraft
that are not deployed and are ready for all homeland defense missions.

10. Conduct Humanitarian, Disaster Relief, and Other Operations. Our analysis
determined that a global presence of two ARG and nine JHSYV is sufficient to conduct these
operations. Our PB-15 submission will support this level of presence.

Manpower, Modernization, Warfighting Capability, and Readiness

The following paragraphs describe more specific PB-15 programs actions that result from
our strategic approach and influence our ability to conduct the missions required by the DSG:

End Strength. PB-15 supports a FY 2015 Navy active end strength of 323,600, and
reserve end strength of 57,300, It appropriately balances risk, preserves capabilities to meet
current Navy and Joint requirements, fosters growth in required mission areas, and provides
support to Sailors, Navy Civilians and Families. We adjusted both Active and Reserve end
strength to balance available resources utilizing a Total Force approach. PB-15 end strength
remains fairly stable across the FYDP, reaching approximately 323,200 Active and 58,800
Reserve in FY 2019.

Shipbuilding. Our PB-135 shipbuilding plan combines the production of proven platforms
with the introduction of innovative and cost effective platforms in order to preserve capacity
while enhancing capability. Simultaneously, we will sustain efforts to develop new payloads
that will further enhance the lethality and effectiveness of existing platforms and continue mid-
life modernizations and upgrades to ensure their continued relevance. We will continue to field
flexible, affordable platforms like AFSB and auxiliary ships that operate forward with a mix of
rotational civilian and military crews and provide additional presence capacity for certain
missions requitring flexibility, volume, and persistence. PB-135 proposes:

¢ Funding for 14 LCS across the FYDP (three per year in FY 2015 - 2018 and two in
FY 2019). However, in accordance with SECDEF direction, we will cease contract
negotiations after we reach a total of 32 ships (12 procured in the PB-15 FYDP). Per
direction, we will assess LCS’ characteristics such as lethality and survivability, and
we are studying options for a follow-on small surface combatant, and follow on flight
of LCS.

e Two Virginia-class SSN per year, maintaining the planned ten-ship Block IV multi-
year procurement (FY 2014 - FY 2018).

o Two Arleigh Burke-class DDG per year, maintaining the ten-ship multi-year
procurement (FY 2013 —2017). PB-15 procures ten DDG (three Flight 11A and seven
Flight TIT) in the FYDP. The first Flight 111 DDG, which will incorporate the

10
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advanced Air and Missile Defense Radar (AMDR), will be procured in FY 2016 and
delivered in FY 2021.

An additional AFSB variant of the Montford Point-class MLP in FY 2017. This
AFSB will deliver in FY 2020 and will forward operate in the Asia-Pacific region.

Three T-AO(X) fleet oilers (in FY 2016, 2018, and 2019, respectively).

Advanced procurement requested in FY 2019 to procure one LX(R) amphibious ship
replacement in FY 2020.

Additionally, to comply with fiscal constraints, our PB-15 submission delays delivery of
the second Ford-class CVN, USS John F. Kennedy (CVN 79) from FY 2022 to FY 2023.

Aviation. PB-135 continues our transition to the Future Carrier Air Wing, which will
employ manned and unmanned systems to achieve air, sea, and undersea superiority across
capability “kill chains.” We will also continue to field more advanced land-based maritime
patrol aircraft (manned and unmanned) to evolve and expand our ISR, ASW, and sea control
capabilities and capacity. To further these objectives while complying with fiscal constraints,

Continues plans to transition the F/A-18E/F Super Hornet fleet from production to
sustainment with the final 37 aircraft procured in FY 2013 and scheduled for delivery
in FY 2015. Likewise, the final EA-18G Growler electronic warfare aircraft will be
procured in FY 2014 and delivered in FY 2016. We are forced to assume the risk of
moving to a single strike fighter prime contractor due to fiscal constraints.

Maintains [OC of the F-35C Lightning II between August 2018 and February 2019,
However, due to fiscal constraints, we were compelled to reduce F-35C procurement
by 33 airframes across the FYDP.

Maintains initial fielding of the E-2D Advanced Hawkeye and its NIFC-CA capability
in FY 2015. Due to fiscal constraints, we were compelled to reduce procurement by
ten airframes over the FYDP with four CVW completing transition to the E-2D by
2020, versus the preferred six in PB-14.

Continues development of the Unmanned Carrier Launch Surveillance and Strike
System (UCLASS), a major step forward in achieving integration of manned and
unmanned systems within the CVW. UCLASS remains on a path to achieve Early
Operational Capability (EOC) within four to five years of contract award, which is
projected for FY 2015.

Continues to transition to the P-8A Poseidon maritime patrol aircraft from the legacy
P-3C Orion. However, we were compelled by fiscal constraints to lower the final P-
8A inventory objective from 117 to 109 aircraft. The warfighting requirement
remains 117, but we can only afford 109,

Continues development of the MQ-4C Triton land-based unmanned ISR aircraft.
However, technical issues delayed the low-rate initial production decision from FY

11
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2015 to FY 2016. Together with fiscal constraints, this reduces procurement of MQ-
4C air vehicles in the FYDP from 23 to 16. Triton will make its first deployment to
the Pacific in FY 2017. The multi-INT version will start fielding in 2020.

* Aligns the MQ-8 Fire Scout ship-based unmanned helicopter program to LCS
deliveries. Fiscal constraints and global force management (GFM) demands on our
surface combatants compelled us to remove options to conduct dedicated ISR support
to Special Operations Forces (SOF) from DDG and JHSV, but Fire Scout-equipped
LCS can be allocated to Combatant Commanders by the GFM process to support this
mission. This decision reduces procurement of MQ-8 air vehicles across the FYDP
by 19.

« Continues our maritime Intelligence, Surveillance, Reconnaissance, and Targeting
(ISR&T) transition plan to deliver increased ISR persistence by the end of FY 2018
and exceed the aggregate capability and capacity of our legacy platforms by the end
of FY 2020. However, as we transition from legacy platforms like the EP-3E Aries
1, fiscal constraints will compel us to take moderate risk in some collection
capabilities over the next few years.

Modernization. In parallel with recapitalization, PB-15 continues modernization of in-
service platforms. Flight I and Il of the Arleigh Burke-class DDG began mid-life modernization
in FY 2010, and will continue at the rate of 2 hulls per year (on average) through FY 2016. In
FY 2017, we will begin to modernize Flight [IA DDG in parallel with Flight [ and Il in order to
do so closer to the midpoint in the Flight IIA’s service lives and increase return on investment.
This will also increase operational availability and BMD capacity sooner than a serial, “oldest-
first” plan. Nine of twelve Whidbey Island-class L.SD have undergone a mid-life update and
preservation program, and seven Wasp-class large deck amphibious assault ships (LHD) will
complete mid-life modernization by FY 2022. Modernization of the 8th LHD, USS Makin Island
will be addressed in subsequent budget submissions.,

The Navy's budget must also include sufficient readiness, capability and manpower to
complement the force structure capacity of ships and aircraft. This balance must be maintained to
ensure each unit will be effective, no matter what the overall size and capacity of the Fleet. To
preserve this balance and modermize cruisers while avoiding a permanent loss of force structure
and requisite “ship years,” PB-15 proposes to induct eleven Ticonderoga-class CG into a phased
modernization period starting in FY 2015. Only fiscal constraints compel us to take this course
of action; CG global presence is an enduring need. The ships will be inducted into phased
modernization and timed to align with the retirements of CG such that the modernized ships will
replace one-for-one, when they finish modernization. This innovative plan permits us to reapply
the CG manpower to other manning shortfalls while simultaneously avoiding the operating costs
for these ships while they undergo maintenance and modernization. The plan to modernize and
retain the CG adds 137 operational “ship years™ to the Battle Force and it extends the presence of
the Ticonderoga class in the Battle Force to 58 years. It avoids approximately $2.2 billion in
operating and maintenance costs across the FYDP for eleven CG. In addition, it precludes Navy
having to increase our overall end strength by about 3,400 people (approximately $1.6 billion
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over the FYDP), which would otherwise be required to fill critical shortfalls in our training
pipelines and fleet manning.

PB-15 also proposes to induct three Whidbey Island-class LSD into phased
modernization availabilities on a “rolling basis” beginning in FY 2016, with two of the three
always remaining in service. Similar to the CG plan, the LSD plan avoids approximately $128
million across the FYDP in operating and maintenance and an end strength increase of
approximately 300 people (approximately $110 million over the FYDP) for the one LSD that
will be in this category during the PB-15 FYDP. This plan adds 35 operational “ship years” and
sustains the presence of the Whidbey Island class in the Battle Force through 2038.

We appreciate the additional funding and expanded timeframe given by Congress for
modernizing and operating the LSD and CG proposed for permanent inactivation in PB-13.
Consistent with the spirit of Congressional action, we are committed to a phased modernization
of these nine ships, plus an additional four CG and one LSD. However, funding constraints still
make us unable to keep all of these ships operational in every year, in the near term. While we
would prefer to retain all LSD and CG deployable through the FYDP, a balanced portfolio under
current fiscal constraints precludes this.

To mitigate a projected future shortfall in our strike fighter inventory while integrating
the F-35C, PB-15 continues the Service Life Extension Program (SLEP) for the legacy F/A-18A-
D Hornet. With SLEP modifications, some of these aircraft will achieve as much as 10,000
lifetime flight hours, or 4,000 hours and 16 years beyond their originally-designed life.

Electromagnetic Maneuver Warfare. In addition to the actions described earlier in the
statement to improve air and missile defense and sustain our advantage in the undersea and
information domains, our program enhances our ability to maneuver freely in the
electromagnetic spectrum, while denying adversaries’ ability to do the same. It maintains our
investment in the Ships’ Signals Exploitation Equipment (SSEE) Increment F, which equips
ships with a robust capability to interdict the communications and targeting elements of
adversary kill chains by 2020. It delivers upgraded electromagnetic sensing capabilities for
surface ships via the Surface Electronic Warfare Improvement Program (SEWIP) Block 2 that
will deliver in 2016. PB-15 then begins low rate initial production (LRIP) of SEWIP Block 3 in
2017 to add jamming and deception capabilities to counter advanced anti-ship cruise missiles.
To enhance CVW capabilities to jam enemy radars and conduct other forms of electromagnetic
spectrum maneuver warfare, PB-15 maintains our investments in the Next Generation Jammer
(NGI). NG will provide the EA-18G Growler with enhanced Airborne Electronic Attack
(AEA) capabilities for conventional and irregular warfare. The current ALQ-99 jammer, which
has been the workhorse of the fleet for more than 40 years, will not be able to meet all
requirements in challenging future environments.

Mine Warfare. Mines are a low-cost, asymmetric weapon that can be effective in
denying US forces access to contested areas. To enhance our ability to counter mines in the
Middle East and other theaters, our PB-15 program sustains investments in the LCS mine
countermeasures (MCM) mission package, completing initial testing of its first increment in
2015 and achieving full operational capability in 2019. With these packages installed, LCS will
locate mines at twice the rate our existing MCM ships can achieve, while keeping the LCS and
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its crew outside the mine danger area. [LCS also has significantly greater on-station endurance
and self-defense capability than existing MCM. PB-15 sustains our interim AFSB, USS Ponce,
in service until FY 2016. USS Ponce provides forward logistics support and command and
control to MCM ships and helicopters, allowing them to remain on station longer and sustain a
more rapid mine clearance rate. In the near-term, PB-15 continues funding for Mk 18 Kingfish
unmanned underwater vehicles (UUV) and Sea Fox mine neutralization systems deployed to the
Arabian Gulf today, as well as increased maintenance and manning for Avenger-class MCM
ships forward based in Bahrain.

Precision Strike. Our precision strike capabilities and capacity will be critical to success
in any foreseeable future conflict, Accordingly, PB-15 funds research and development for the
Virginia Payload Module (VPM) through FY 2018 to increase Virginia-class SSN Tomahawk
missile capacity from 12 to 40 missiles, mitigating the loss of capacity as Ohio-class guided
missile submarines (SSGN) begin to retire in 2026. These efforts will support the option to
procure the VPM with Block V of the Virginia class, as early as FY 2019, in a future budget.
Also in support of strike capacity, PB-13 sustains the existing Tactical Tomahawk cruise missile
inventory by extending service life through investments in critical capability enhancements and
vital parts to achieve maximum longevity. To develop a follow-on weapon to replace Tactical
Tomahawk when it leaves service, PB-15 commences an analysis of alternatives (AoA) in FY
2015 for planned introduction in the 2024-2028 timeframe. Also, our program enhances CVW
precision strike capabilities by integrating the Small Diameter Bomb I1 (SDB 1) on the F/A-18
by 2019.

Anti-Surface Warfare. To pace improvements in adversaries’ long-range anti-ship cruise
missiles and maritime air defenses, PB-15 implements a plan to deliver next-generation anti-
surface warfare (ASuW) capability. The program maintains current ASuW capability inherent in
the Harpoon missile, Joint Standoff Weapon (JSOW) C-1, and Mk 48 ADCAP torpedoes. In the
near term, we are pursuing options to develop an improved, longer-range ASuW capability by
leveraging existing weapons to minimize technical risk, costs, and development time.
Additionally, PB-15 funds enhanced ASuW lethality for LCS by introducing a surface-to-surface
missile module (SSMM) in FY 2017. PB-15 accelerates acquisition of the next-generation Long
Range Anti-Ship Missile (LRASM), fielding an early air-launched capability on the Air Force B-
IB Lancer bomber in FY 2018 and integration with the F/A-18E/F in FY 2019. Additionally,
PB-15’s restart of Mk 48 ADCAP production and acquisition of 105 Mod 7 torpedoes over the
FYDP enhances submarine ASuW capacity and provides a basis for future capability upgrades.
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Figure 2: Navy’s projected forward presence in FY 2015 and FY 2020

Forward Presence. PB-15 continues our DSG-directed rebalance to the Asia-
Pacific both in terms of force structure and in other important ways. It increases our
presence in the region from about 50 ships today on average to about 67 by 2020. In
doing so, we continue to leverage our own “bases™ in the region, such as Guam and
Hawaii, as well as “places” where our allies and partners allow us to use their facilities
to rest, resupply, and refuel. PB-13 continues to preferentially field advanced payloads
and platforms with power projection capabilities, such as the F-35C Lightning I, the
Zumwali-class DDG, the AIM-120D Advanced Medium Range Air-to-Air Missile
(AMRAAM), and the P-8A Poseidon to the Asia-Pacific first in response to the rapidly
increasing A2/AD capabilities of potential adversaries in the region.

In our PB-15 submission, we seek to maximize our presence in the Asia-Pacific and other
regians using both rotational and non-rotational forces. Rotational forces deploy to overseas
theaters from homeports in the United States for {inite periods, while non-rotational forces are
sustained in theater continuously. Non-rotational forces can be forward based, as in Spain and
Japan, where ships are permanently based overseas and their crews and their families reside in
the host country. Forward stationed ships operate continuously from overseas ports but are
manned by crews that deploy rotationally from the United States, as is the case with the LCS
deployed to Singapore, with four ships in place by 2017. Forward operating ships, by contrast,
operate continuously in forward theaters from multiple ports and are manned by civilian
mariners and small detachments of military personnel who rotate on and off the ships. Examples
of forward operating ships include MLP, JHSV, AFSB, and the oilers and combat support ships
of the Combat Logistics Force (CLF). Forward based, stationed, or operating ships all provide
presence at a significantly lower cost since one ship that operates continuously overseas provides
the same presence as about four ships deploying rotationally from homeports in the United
States.
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To capitalize on this advantage, our PB-15 program continues the move of four BMD-
capable destroyers to Rota, Spain. The first of these, USS Donald Cook, is already in place, and
three ships will join her by the end of FY 2015. We will likewise forward base an additional
(fourth) SSN in Guam in FY 2015. PB-15 sustains our forward based MCM and PC in Bahrain,
and forward stationed LCS will begin to assume their missions at the end of the decade. As
JHSV are delivered and enter service, they will begin forward operating in multiple regions,
including the Middle East in FY 2014, the Asia-Pacific in FY 2015, Africa in FY 2016, and
Europe in FY 2017. USNS Montford Point, the first MLP, will deploy and begin forward
operating from Diego Garcia in FY 2015. USNS Lewis B. Puller, the first AFSB variant of the
Montford Point class, will relieve our interim AFSB, USS Pownce, and begin forward operating in
the Middle East in FY 2016.

The Optimized Fleet Response Plan (O-FRP). In addition to maximizing forward
presence by basing ships overseas, our PB-15 submission also takes action to maximize the
operational availability and presence delivered by units that deploy rotationally from the United
States. In FY 2015 we will begin implementation of the O-FRP, a comprehensive update to our
existing Fleet Response Plan, the operational framework under which we have trained,
maintained, and deployed our forces since 2003.

The legacy FRP employed units on repeating cycles about 30 months in length that were
divided into four phases: maintenance, basic training, integrated (advanced) training, and
sustainment. Scheduled deployments of notionally six to seven months were intended to take
place in the sustainment phase, and the units® combat readiness was maintained for the remainder
of the sustainment phase to provide “surge™ capacity for contingency response.

Over the past few years, continuing global demand for naval forces coupled with reduced
resources has strained the force. Continued demand in the Asia-Pacific, combined with
increased commitments in the Persian Gulf , as well as responses to crisis events in Syria and
Libya, coupled with an emerging global afloat BMD mission, have driven recent deployment
lengths for certain units (CSG, ARG, and BMD-capable DDG in particular) as high as eight to
nine months. Sequestration and a continuing resolution in FY 2013 added to these pressures by
hampering maintenance and training, which slowed preparation of ships and delayed
deployments. In many instances, we have been compelled to shorten training and maintenance
or to deploy units twice in the same sustainment cycle. While the FRP provides flexibility and
delivers additional forces where required for crisis response, the increased operational tempo for
our forces in recent years is not sustainable in the long term without a revision of the FRP.
Reductions in training and maintenance reduce the combat capability and readiness of our forces
and the ability of our ships and aircraft to fulfill their expected service lives. These effects
combine with unpredictable schedules to impact our Sailors” “quality of service,” making it more
difficult to recruit and retain the best personnel in the long-term.

The O-FRP responds to these schedule pressures and simultaneously makes several other
process and alignment improvements to more effectively and efficiently prepare and deploy
forces. Our analysis concluded that a 36-month deployment cycle (versus about 30 months) with
scheduled deployments of up to eight months (versus six to seven months) is the optimal solution
to maximize operational availability while maintaining stability and predictability for
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maintenance and training. Beyond scheduling, the O-FRP increases cohesiveness and stability in
the composition of the teams we prepare for deployment by keeping the same group of ships and
aircraft squadrons together in a CSG through successive cycles of training and deployment. The
O-FRP also takes actions to make maintenance planning more predictable and maintenance
execution more timely and cost-effective. 1t takes parallel steps in training by closely aligning
the many inspections and exercises that units must complete in a predictable, rationalized
sequence.

Our PB-15 submission implements the O-FRP beginning in FY 2015 with the Harry §.
Truman CSG, and will implement it in all other CSG and surface combatants as they prepare for
and execute their next deployments. The O-FRP will subsequently be expanded to amphibious
ships (ARG) and we are studying the desirability of expanding it to submarines and other unit
types in the future.

Fleet Readiness. A central challenge in delivering the best Navy possible for the funds
appropriated is properly balancing the cost of procuring force structure and capability with the
cost of maintaining them at an appropriate level of readiness. When faced with a future of
declining budgets, if we are returned to BCA revised caps funding levels in FY 2016 and
beyond, we are forced to make difficult decisions. Unstable budget levels (due to continuing
resolutions and sequestration) force reductions in maintenance and training. Over time, this
begins to take an untenable toll on our enduring ability to deploy forces that are sufficiently
ready to complete their missions with acceptable risk and the ability of our ships and aircraft to
reach their expected service lives. We are mandated to fund readiness. In a declining budget, we
must look at reducing recapitalization and modernization. This can also have the consequences,
of falling behind competitors in terms of capability and relevance, or we risk having too few
ships and aircraft to execute certain missions in the future. As a result, we balance force
structure capacity and capability with readiness in any financial situation.

Despite the reduction in funding below levels planned in PB-14, PB-15 strikes this
balance and the result is a program that delivers sufficient readiness to meet our GFMAP
presence commitments and provide sufficient “surge” capacity for contingency response.

As part of our efforts to sustain fleet readiness, Navy continues to improve its
maintenance practices for surface ships by increasing governance, transparency, and
accountability. Over the last several years, these practices have enabled us to decrease the
amount of backlogged ship maintenance caused by high operational tempo.

Going forward, PB-15 funds Navy's FY15 afloat readiness to the DOD guidelines and
goals. As in previous years, a supplemental funding request will be submitted to address some
deployed ship operations, tlying, and maintenance requirements.

Readiness and Investment Ashore. To comply with fiscal constraints, we are compelled
to continue accepting risk in shore infrastructure investment and operations. PB-15 prioritizes
nuclear weapons support, base security, child development programs, and air and port
operations, PB-15 funds facilities” sustainment to 70% of the DOD Facilities Sustainment
Model, and prioritizes repair of critical operational facilities like piers and runways, renovation
of inadequate barracks, and improving the energy efficiency of facilities. Less critical repairs to
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non-operational facilitics will be deferred; however, this risk will compound over years and must
eventually be addressed.

Depot Maintenance Infrastructure. Due to fiscal constraints, the Department of the Navy
will not meet the mandated capital investment of 6% across all shipyards and depots described in
10 USC 2476 in FY 2015. The Navy projects an investment of 3.5% in FY 2015. PB-15 does,
however, fund the most critical deficiencies related to productivity and safety at our Naval
Shipyards. We will continue to aggressively pursue opportunities such as reprogramming or
realignment of funds to find the appropriate funds to address this important requirement and
mandate.

Base Realignment and Closure (BRAC). PB-15 continues to fund environmental
restoration, caretaking, and property disposal at BRAC 2005 and prior-round BRAC
installations. We meet the legal mandates at all levels from previous BRAC rounds.

Health of the Force

Compensation Reform and Quality of Service. PB-15 addresses readiness by applying an
important concept: quality of service. Quality of service has two components: (1) quality of
work, and (2) quality of life. Both are intrinsically tied to readiness. At work, the Navy is
committed to providing our Sailors a challenging, rewarding professional experience,
underpinned by the tools and resources to do their jobs right. Our obligations don't stop at the
bottom of the brow. We support our Navy Families with the proper quality of life in terms of
compensation, professional and personal development, and stability (i.e., deployment
predictability). Our Sailors are our most important asset and we must invest appropriately to
keep a high caliber all-volunteer force.

Over the last several years, Congress has been generous in increasing our benefits and
compensation by approving pay raises, expanding tax-free housing, increasing health care
benefits for retirees, and enhancing the GI Bill. This level of compensation and benefits, while
appropriate, is costly and will exceed what we can afford.

Personnel costs for military and civilian personnel make up about half of DOD's base
budget—a share that continues to grow and force tradeoffs with other priorities. It is a strategic
imperative to rein in this cost growth; therefore, we propose to slow rates of military pay raises,
temporarily slow Basic Allowance for Housing growth, and reduce indirect subsidies provided to
commissaries. Coupled with reductions in travel expenses, these reforms will generate $123
miltion in Navy savings in FY 2015 and $3.1 billion across the FYDP. None of these measures
will reduce our Sailors’ pay.

‘When my Senior Enlisted Advisor (the Master Chief Petty Officer of the Navy) and 1
visit Navy commands around the world, the message I get from our Sailors is that they want to
serve in a force that is properly manned and one that provides them with the tools, training, and
deployment predictability they need to do their jobs. Sailors tell us that these factors are as
important as compensation and benefits. Any Navy savings from compensation reform,
therefore, will be re-invested to quality of service enhancements that include:

+ Increases in travel funding for training.
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« Expansion of the Navy e-Learning online training system

e Improvement in training range and simulation capabilities, simulated small arms
training, and other shore-based simulators and trainers for surface ship and submarine
personnel.

« Additional aviation spare parts.

« Enhancements to aviation logistics and maintenance.

e Enhancements to surface ship depot maintenance,

« Increasing financial incentives for Sailors serving in operational capacities at sea.
+ Increasing retention bonuses.

» Enhancing Base Operating Support (BOS) funding to improve base services for
Sailors and their families.

« Restoring of $70 million per year of funding for renovation of single Sailors® barracks
that we were previously compelled to reduce due to fiscal constraints.

» Military construction projects for five barracks and a reserve Navy Operational
Support Center (NOSC).

¢ Improving berthing barges in Yokosuka, Japan that house Sailors while forward
based ships undergo depot maintenance.

« Increasing support to active commands by Selected Reserve (SELRES) personnel,
thereby reducing workloads on active duty personnel,

« Implementing an information technology (IT) solution that enables Reserve personnel
to remotely access Navy IT resources in support of mission objectives.

o Increasing funding for recapitalization projects at our flagship educational
institutions.

For the same reasons we support reform of pay and other benefits, the Navy also supports
DOD-wide proposals in PB-15 to reduce military health care costs by modernizing insurance
options for dependents and retirees, and through modest fee and co-pay increases that encourage
use of the most affordable means of care.

Enduring Programs. Along with the plans and programs described above, 1 remain
focused on enduring challenges that relate to the safety, health, and well-being of our people. In
June 2013, we established the Navy 21st Century Sailor Office (OPNAV N17), led by a flag
officer, to integrate and synchronize our efforts to improve the readiness and resilience of Sailors
and their Families. The most pressing and challenging problem that we are tackling in this area
is sexual assault.

Sexual Assault. The Navy continues to pursue a deliberate strategy in combatting sexual
assault. We continue to focus on preventing sexual assaults, supporting and advocating for
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victims, improving investigation programs and processes, and ensuring appropriate
accountability. To assess effectiveness and better target our efforts, Navy's Sexual Assault
Prevention and Response (SAPR) program is driven by a metrics-based strategic plan that
focuses on care and support to victims, as well as individual, command and institutional efforts
to prevent this destructive crime. We receive feedback directly from our Sailors through
surveys, polls, and Fleet engagements, which steers our program and efforts. In FY 13, more
Sailors than ever came forward to report incidents, many of which occurred months or even
years prior.

Sustaining a world-class response and victim advocacy system remains a top priority;
preventing sexual assaults from occurring is an imperative. Our strategy focuses on creating a
climate where behaviors and actions that may lead to sexual assault, as well as sexual assault
itself, are not tolerated, condoned or ignored. This multi-faceted approach focuses on command
climate; deterrence; and bystander intervention. To prevent more severe crimes in the continuum
of harm, we are concentrating our leadership efforts on ending the sexist and destructive
behaviors that lead up to them. Our metrics indicate that Sailors are reporting unacceptable
behavior and that commands are taking it seriously.

We will continue to measure, through surveys and reports, prevalence data, command
climate and perceptions of leadership support, investigation length, and victim experience with
our response and investigative system. We also measure key statistics about the investigative and
adjudication process itself, such as length of time from report to outcome, as we continue to
ensure a balanced military justice system for all involved. These metrics will be utilized to
further improve and refine our prevention strategy, as well as inform a DOD-wide report to the
President due in December 2014,

Every Sailor and Navy Civilian deserves to work in an environment of dignity, respect,
and trust. We hold our leaders accountable for creating a command climate that promotes these
basic principles and thereby reduces the likelihood of an environment where sexual harassment
might occur. We are strengthening our sexual harassment prevention policy by separating it from
Equal Opportunity and aligning it with previous SAPR policy amendments, which have resulted
in increased trust in our system to report incidents.

When sexual assaults do occur, we ensure the victims' rights and preferences are
respected throughout the investigative and disposition processes. In October 2013, we
established the Victims' Legal Counsel (VLC) Program. The program is currently staffed by 25
Navy judge advocates acting as VLC, providing legal advice and representation to victims. The
program will eventually expand to 29 VLC located on 23 different installations, and VLC
services are already available to all eligible victims worldwide. Our VLC work to protect and
preserve the rights and interests of sexual assault victims, and in the case of investigation and
prosecution, to ensure victims understand the process, can exercise their rights, and are able to
have a voice in the process.

However, work remains to be done. Despite 80% of Sailors reporting confidence in the
Navy's response system to sexual assault and 86% agreeing that the Navy and their individual
commands are taking actions to prevent sexual assault, nearly 50% cite "fear of public exposure”
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or "shame" as barriers to reporting. We continue to seek ways to overcome these perceived
barriers.

We greatly appreciate Congress' interest and support in our efforts to combat sexual
assault, particularly the measures contained in the NDAA for FY 2014. We are fully engaged in
implementing the new requirements and we believe that given time to measure progress
following full implementation, we will be able to better assess whether any additional legislative
or policy measures are required. We remain committed to eradicating sexual assault within our
ranks and ensuring that sexual assault cases are processed through a fair, effective, and efficient
military justice system. We must ensure that all changes to the system do not adversely impact
the interests of justice, the rights of crime victims, or the due process rights of the accused.

Suicide. Another critical problem we are focused on is suicides. Suicides in the Navy
declined last year by 28%, from 63 in 2012 to 47 in 2013. This is cautiously optimistic, but one
suicide is still one too many. Preventing suicide is a command-led effort that leverages a
comprehensive array of outreach and education. We cannot tell precisely what combination of
factors compel an individual to contemplate suicide, so we address it by elevating our awareness
and responsiveness to individuals we believe may in trouble. For example, all Sailors learn
about bystander intervention tool known as “A.C.T.” (Ask — Care — Treat) to identify and
encourage at-risk shipmates to seek support. We also know that investing in the resilience of our
people helps them deal with any challenge they may face.

Resilience, Our research shows that a Sailor’s ability to steadily build resilience is a key
factor in navigating stressful situations. Education and prevention initiatives train Sailors to
recognize operational stress early and to use tools to manage and reduce its effects.  Our
Operational Stress Control (OSC) program is the foundation of our efforts to teach Sailors to
recognize stressors in their lives and mitigate them before they become crises. In the past year,
we expanded our training capacity by 50% and increased OSC mobile training teams (MTT)
from four to six. These MTT visit each command within six months of deployment and teach
Sailors resiliency practices fo better manage stress and avoid paths that lead to destructive
behaviors.

In addition, we are strengthening support to Sailors who are deployed in unfamiliar
surroundings. We have started a program to assign trained and certified professionals as
Deployed Resiliency Counselors {DRC) to our largest ships, the CVN and LHA/D. DRC are
credentialed clinical counselors that can assist or provide support to Sailors who are coping with
or suffering from common life events, common life stressors, and discrete traumatic events that
may include sexual assault. This initiative extends the reach of Navy's resiliency programs to
deployed commands and allows a “warm hand-off” to shore services when the Sailor returns to
homeport.

Character Development. At all levels in the Navy, leadership, character, and integrity
form the foundation of who we are and what we do. These bedrock principles are supported by
our culture of accountability, command authority, and personal responsibility. Leadership
failures and integrity shortfalls undermine our organization and erode public trust. We will
continue to reinforce standards and hold those who violate the rules appropriately accountable,
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One avenue by which we instill character and ethics in our leaders is by teaching ethics
education and character development in the College of Operational and Strategic Leadership at
the Naval War College. Building on this effort and other guidance to the force, in January 2013,
I approved the Navy Leader Development Strategy to promote leader character development,
emphasize ethics, and reinforce Navy Core Values. This strategy provides a common framework
to develop Navy leaders at every stage of a Sailor’s career. We are implementing an integrated
framework through a career-long continuum that develops our leaders with the same
attentiveness with which we develop our weapons systems. The focus on character development
in our professional training continuum has increased, and we employ techniques such as “360
degree™ assessments and peer mentoring to help young officers better prepare to be commanding
officers. The Navy Leader Development Strategy reemphasizes and enhances the leadership,
ethics, and professional qualities we desire in our force.

Family Readiness Programs. Family readiness is fully integrated into our Navy's call to
be ready. The critical programs which support our families are also overseen by the policy and
resourcing lens of our 21st Century Sailor Office. These programs and services assist Sailors
and their families with adapting to and coping with the challenges of balancing military
commitment with family life. Flect and family support programs deliver services in four key
areas: deployment readiness, crisis response, career support and retention, and sexual assault
prevention and response.

This past year, our Family Advocacy program (FAP) has implemented the DoD Incident
Determination Committee (IDC) & Clinical Case Staff Meeting (CCSM) model Navy-wide.
This model ensures standardization and consistency in child abuse and domestic abuse decision-
making. It also guarantees that only those with clinical expertise in child abuse and domestic
abuse arc involved in determining treatment plans.

Other career and retention support services include the family employment readiness
program, personal financial management, and the legislatively mandated Transition Goals, Plan,
Success program to assist separating Sailors. Increased stress and longer family separations have
amplified program demand and underlined the importance of these support programs and
services to ensure the psychological, emotional and financial well-being of returming warriors
and their families. Financial issues are still the number one cause of security clearance
revocation and our financial counselors have noted an increase in the number of Sailors entering
the Service with debt, including student loan debt. We continually monitor the environment for
predatory lending practices targeting Service Members and families.

Auditability. To be good stewards of the funding appropriated by Congress, effective
internal controls over our business operations and auditability of our outlays is essential. It
remains our goal to achieve full financial auditability by the end of FY 2017. Our near-term
objective is to achieve audit readiness on the Department of the Navy's Schedule of Business
Activity (SBA) in FY 2014, and thus far, eight of the ten components of Navy's SBA have been
asserted as audit ready. In the area of property management, the Department has asserted audit
readiness for seven of thirteen property subclasses, and four of those have been validated as audit
ready. Continuing resolutions and sequestration in FY 2013 and FY 2014 have had no
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measurable impact on our ability to meet the FY 2014 SBA auditability mandate, but they have
increased risk to our ability to meet the FY 2017 full financial auditability requirement.

Conclusion

We believe it is vital to have a predictable and stable budget to develop and execute an
achievable program to conduct the ten primary missions outlined in the DSG, and support the
pillars and “rebalance” called for in the QDR.

PB-15 proposes the best balance of Navy capabilities for the authorized amount of
funding. It sustains sufficient afloat readiness in today’s Navy but accepts more risk while
building a future fleet that is able to conduct fuli-spectrum operations. I remain deeply
concerned that returning to BCA revised caps spending levels in FY 2016 will lead to a Navy
that would be too small and lacking in the advanced and asymmetric capabilities needed to
conduct the primary missions required by our current guidance: the DSG and the QDR.
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SUMMARY STATEMENT OF GENERAL AMOS

Mr. FRELINGHUYSEN. General Amos, thank you for your decades
of service.

Of course, you as well, Admiral Greenert.

But this is your last hearing. But thank you for standing strong,
representing the Marines. And the floor is yours. Thank you so
much.

General AmMos. Thank you, sir.

Mr. Chairman, I am not sure it is my last hearing all total,
but

Mr. FRELINGHUYSEN. Maybe before this committee.

General AmMo0S. So if you could give me a waiver, I would be
happy to

Mr. FRELINGHUYSEN. We would be happy to give you a waiver.

General AMOS. Sign a chit for me or something like that.

Mr. FRELINGHUYSEN. Be happy to.

General AMOS. Anyway, Mr. Chairman, Ranking Member Vis-
closky, members of the committee, it is good to be here today, and
thanks for the opportunity to tell you a little bit about your Marine
Corps as we move into the next year.

Since our founding in 1775, marines have answered the Nation’s
call, faithfully protecting the American people and maintaining a
world-class standard of military excellence. Nothing has changed.
We will continue to do the same in the future.

And, yet, we find ourselves at a strategic inflection point. After
12 years of war, we are drawing down our forces in Afghanistan,
resetting our institution, and reawakening the soul of our Corps.

Today we are challenged by fiscal uncertainty that threatens
both our capacity and capabilities, forcing us to sacrifice our long-
term health for near-term readiness.

As I have testified before many times, despite these challenges,
I remain committed to fielding the most capable and ready Marine
Corps that the Nation is willing to pay for.

Our greatest asset is the individual marine, the young man or
woman who wears my cloth. Our unique role as America’s signa-
ture crisis response force is grounded in the legendary character
and warfighting ethos of our people.

As we reset and prepare for future battles, all marines are re-
dedicating themselves to those attributes that carried marines
across the wheat fields and into the German machine guns at Bel-
leau Wood in March of 1918, those attributes that enabled raw and
combat-inexperienced young Marines to courageously succeed
against a determined enemy at America’s first offensive operation
in the Pacific, the attack at Guadalcanal on August 7, 1942, and,
lastly, those timeless strengths of character and gut courage that
enabled marines to carry the day in an Iraqi town named Fallujah
and against a determined enemy in the Taliban strongholds of
Marja and Sangan.

Your Corps is rededicating itself to those timeless attributes.
There are simply just four of them: Persistent discipline; faithful
obedience to orders and instructions; concerned and engaged lead-
ership 24 hours a day, 7 days a week; and strict adherence to es-
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tablished standards. These ironclad imperatives have defined our
Corps for 238 years. They will serve us well in the decades to come.

As we gather here today, some 30,000 Marines are forward de-
ployed around the world, promoting peace, protecting our Nation’s
interests and securing our defense. But we don’t do this alone.

Our partnership with the Navy provides America an unmatched
naval expeditionary capability that is forward deployed. Our rela-
tionship with the Navy is a symbiotic one. My relationship with
Admiral John Greenert is, quite frankly, unprecedented.

This is why I share the CNO’s concerns about the impacts associ-
ated with our marked paucity of capital ships, shipbuilding funds.
America’s engagement throughout the future security environment
of the next 2 decades will be naval in character, make no mistake.

To be forward engaged and to be present when it matters most,
we need capital ships and those ships need to be loaded with
United States marines. Expeditionary naval forces are our Nation’s
insurance policy. We are a hedge against uncertainty in an unpre-
dictable world.

The Navy and Marine Corps team provides power projection from
the sea, responding immediately to a crisis when success is meas-
ured in hours, not in days.

From the typhoon that tragically struck the Philippines last fall
to the rescue of the American citizens in South Sudan over Christ-
mas, forward deployed naval forces were there. We carried the day
for America.

As the joint force draws down and we conclude combat operations
in Afghanistan, some argue that, “Well, we are done with conflict.”
My view is different.

As evidenced in the events currently unfolding in Central Europe
today, the world will remain a dangerous and unpredictable place.
There will be no peace dividend for America, nor will there be a
shortage of work for its United States marines. Ladies and gentle-
men, we will not do less with less. We will do the same with less.

In closing, you have my promise that we will only ask for what
we need. We will continue to prioritize and make those hard deci-
sions before ever coming to you and this committee.

Once again, I thank the committee for your continued support for
its marines, and I am prepared to answer your questions.

Mr. FRELINGHUYSEN. Thank you, General Amos.

[The written statement of General Amos:]
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I. America’s Crisis Response Force

The United States Marine Corps is the nation’s crisis response force. Since our founding
in 1775, Marines have answered the nation’s call, faithfully protecting the American people and
maintaining a world-class standard of military excellence. Today we are at a strategic inflection
point. Fiscal uncertainty has threatened both our capacity and capabilities, forcing us to sacrifice
our long-term health for near-term readiness. Despite these fiscal challenges, we remain
committed to fielding the most ready Marine Corps the nation can afford. Around the globe
Marines stand ready to engage America’s adversaries or respond to any emerging crisis. Thanks
to the support of Congress, the American people will always be able to count on the Marine
Corps to fight and win our nation’s battles.

America is a maritime nation: its security, resilience, and economic prosperity are
fundamentally linked to the world’s oceans. Our naval forces serve to deter and defeat
adversaries, strengthen alliances, deny enemies sanctuary, and project global influence. The
amphibious and expeditionary components of our naval force allow us to operate with assurance
in the world’s littoral areas. The Marine Corps and the Navy are prepared to arrive swiftly from
the sea and project influence and power when needed. Operating from the sea, we impose
significantly less political burden on our partners and allies, while providing options to our
nation’s leaders. We remain committed to the mission of assuring access for our nation’s forces
and its partners.

Forward deployed naval forces enable our nation to rapidly respond to crises throughout
the world. The ability to engage with partnered nations, through highly trained and self-
sustaining forces, maximizes America’s effectiveness as a military power. For approximately
eight percent of the Department of Defense’s (DoD’s) budget, the Marines Corps provides an
affordable insurance policy for the American people and a highly efficient and effective hedge
against global and regional tensions that cause instability. We provide our nation’s leaders with
time and decision space by responding to today’s crisis, with today’s forces... TODAY.

Naval Character

We share a rich heritage and maintain a strong partnership with the United States Navy.
Together we provide a fundamental pillar of our nation’s power and security — the ability to
operate freely across the seas. Security is the foundation of our nation’s ability to maintain
access to foreign markets and grow our economy through trade around the world. The Navy-
Marine Corps relationship has never been better; we will continue to advance our shared vision
as our niation transitions from protracted wars ashore and returns its focus to the maritime
domain.
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Throughout more than a decade of sustained operations ashore in Iraq, Afghanistan, and
elsewhere, we continued to deploy thousands of Marines aboard amphibious warships around the
globe. The Navy and Marine Corps remains postured to provide persistent presence and
engagement, maintaining a constant watch for conflict and regional unrest. Well-trained Marine
units embarked aboard U.S. Navy warships increase the nation’s ability to deter and defend
against emerging threats. Our adaptability and flexibility provide unmatched capabilities to
combatant commanders.

Unique Roles and Missions

The Marine Corps provides unique, sea-based capabilities to the joint force. Our forward
deployed amphibious based Marines have long played a critical role across the full range of
military operations, We assure littoral access and enable the introduction of capabilities
provided by other military services, government agencies, nongovernmental organizations, allies,
and international partners. The stability and vitality of the global economic system is dependent
on this capability, especially where our nation’s vital interests are challenged.

The Marine Corps provides operating forces that are a balanced air-ground-logistics
team. They are responsive, scalable and self-sustaining. As our nation’s middle-weight force,
we must maintain a high state of readiness, able to respond wherever and whenever the nation
requires. Crisis response requires the ability to expand the expeditionary force after its
introduction in theater. The Marine Air-Ground Task Force (MAGTF) modular structure lends
itself to rapidly right sizing the force as the situation demands, to include a joint or combined
force.

1. Our Commitment to the Nation’s Defense

Global Crisis Response

At our core, the Marine Corps is the Nation’s crisis response force and fulfilling this role
is our top priority. We have eamned a reputation as the nation’s most forward deployed, ready,
and flexible force. Our performance over the past decade underscores the fact that
responsiveness and versatility are always in demand. Marines formed the leading edge of the
U.S. humanitarian response to earthquakes in Pakistan and Haiti, and disasters in the Philippines
and Japan, all while fully committed to combat operations in Iraq or Afghanistan.

During 2013, four Marine Expeditionary Units (MEUs) and their partnered Amphibious
Ready Groups (ARGs) participated in overseas operations and exercises. These forward
deployed amphibious forces — normally built around a three-ship amphibious squadron with
2,200 embarked Marines - provided a uniquely trained and integrated task force, postured to
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immediately respond to emerging crises. The Marine Corps has placed increased emphasis over
the past several years partnering with coalition nations. Through security cooperation activities
we advance mutual strategic goals by building capacity, deterring threats, and enhancing our
crisis response capabilities. Throughout the year, ARG-MEUs strengthened our relationships
through major exercises and operations with partnered nations which include Saudi Arabia,
Kuwait, United Arab Emirates, Jordan, Egypt, Qatar, Oman, India, Thailand, Australia, Japan
and the Philippines.

Super Typhoon Haiyan: Typhoon Haiyan struck the Philippines on November 7, 2013
with winds gusting up to 195 mph, the fourth highest ever recorded. Even before the storm
reached landfall, Marines and Sailors forward-based in Okinawa were preparing to respond.
After returning to home port, elements of the 31st MEU embarked aboard USS Germantown and
USS Ashland to support Typhoon Haiyan Humanitarian Assistance/Disaster Relief operations in
the Philippines. Within eight hours, Marine Forces forward based in the Pacific Theater
provided the initial humanitarian response. This effort was followed by a Marine Corps led Joint
Task Force, to include Marine MV-22 and KC-130J aircraft that flew 1,203 sorties (fotaling
more than 2,500 flight hours), delivered more than 2,005 tons of relief supplies and evacuated
18,767 Philippinos, 540 American citizens and 301 third country nationals. These efforts were
closely coordinated on scene with the US Agency for International Development’s office of
Foreign Disaster Assistance. With the long-standing partnership and trust built between our two
nations, Marines were able to rapidly respond with critically needed capabilities and supplies in
times of crisis. This operation underscores the point, that trust is established and nurtured
through forward presence...trust cannot be surged.

Special Purpose Marine Air-Ground Task Force-Crisis Response (SP-MAGTF CR):
Forward positioned in Spain, SP-MAGTF-CR Marines are trained and equipped to support a
wide range of operations, This unit is unique amongst other crisis response forces because it
possesses an organic aviation capability that allows for SP-MAGTF CR to self-deploy. This
force is primarily designed to support U.S. and partner security interests throughout the
CENTCOM and AFRICOM theaters of operation, to include embassy reinforcement, non-
combatant evacuation operations, and tactical recovery of aircraft and personnel. The MV-22’s
unprecedented agility and operational reach enable the SP-MAGTF-CR to influence these
theaters of operation in a matter of hours. In 2013, SP-MAGTF-CR collaborated with local
authorities to establish a presence that could rapidly respond to the full spectrum of
contingencies within AFRICOM’s AOR. SP-MAGTE-CR is also involved in bilateral and
multilateral training exercises with regional partners in Europe and Africa.

Late last year, we witnessed the security situation deteriorate within South Sudan.
Weeks of internal violence threatened to erupt into a civil war as populations were being driven
from their homes. On short notice, 150 Marines from the SP-MAGTF-CR flew aboard MV-22
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Ospreys over 3,400 miles non-stop to stage for future operations at Camp Lemonier, Djibouti on
the Horn of Africa. The next day, Marines flew to Uganda to prepare for a potential non-
combatant evacuation operation and to bolster our East Africa Response Force. In January,
Marines aboard two KC-130J Hercules aircraft evacuated U.S. embassy personnel from harm’s
way.

Afghauistan

Marines have been continuously at war in Afghanistan since 2001. In the past year, we
have transitioned from counter-insurgency operations to training, advising, and assisting the
Afghan National Security Forces (ANSF). With expanding capabilities and increased
confidence, the ANSF is firmly in the lead for security in support of the Government of the
Islamic Republic of Afghanistan throughout all of Helmand and Nimroz Provinces.

Today, more than 4,000 active and reserve Marines are forward deployed in Regional
Command South West (RC (SW)) and in full support of the Afghan National Police (ANP), and
Afghan National Army (ANA). In 2013, we reduced our coalition force advisory teams from 43
to 15, and we shifted our emphasis from tactical operations to Brigade-level planning, supply
chain management, infrastructure management, and healthcare development. In January 2013,
there were over 60 ISAF (principally US, UK, and Georgian) bases in RC (SW). Today only
seven remain. In addition, we removed permanent coalition presence in 7 of 12 districts with
Marine forces located only in one remaining district center.

Afghan district community councils currently operate in seven Helmand districts which
represent 80 percent of the population. As a result, health and education services have markedly
improved. With the presidential election approaching in April 2014, we are expecting a higher
turnout than the previous presidential elections due to the population’s increased understanding
of the electoral process. Currently, there are 214 planned polling stations in Helmand Province.
The upcoming election will be conducted with limited International Security Assistance Force
(ISAF) military assistance.

Asia-Pacific Rebalance

As our nation continues to shift its strategic focus to the Asia-Pacific, it is important to
note that that the Marine Corps — specifically, 111 Marine Expeditionary Force (Il MEF) — has
been forward based there since the 1940s. Marines have a long history in the Pacific, replete
with many hard-won victories. We are ideally suited to operate within this maritime region and
we are adjusting our force lay-down to support the President’s Strategic Guidance for the
Department of Defense issued in January 2012. We remain on course to have 22,500 Marines
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west of the International Date Line — forward based and operating within the Asia-Pacific
theater,

We have the experience, capabilities, and most importantly, the strategic relationships
already in place within the region to facilitate the national security strategy. Marines forward
deployed and based in the Asia-Pacific Theater conduct more than 70 exercises a year, all
designed to increase interoperability with our regional partners, build theater security
cooperation, and enhance prosperity and stability in this region. By strategically locating our
forces across the region, we enable more active participation in cooperative security and
prosperity. No forces are more suited to the Pacific than naval amphibious forces. We envision
an Asia-Pacific region where our Marines’ presence will continue to build upon the excellent
cooperation with our regional partners and allies to advance our common interests and common
values.

Security Cooperation

The Marine Corps supports all six Geographic Combatant Commands (GCC) with task-
organized forces of Marines who conduct hundreds of Theater Security Cooperation (TSC)
activities with the armed forces of more than 50 partner nations each year. Per the Defense
Strategic Guidance, our forward-engaged Marines conducted TSC with a focus on building
partner capacity, amphibious capability, interoperability for coalition operations, and assured
access for U.S. forces. Overall, the Marine Corps participated in over 200 security coopetation
engagements in 2013, including TSC exercises, bilateral exercises, and military-to-military
engagements,

In September 2013, the Commandant of the Marine Corps, Chief of Naval Operations,
and Commandant of the Coast Guard signed the Maritime Security Cooperation Policy (MSCP).
This tri-service policy prescribes a planning framework for Marine Corps, Navy, and Coast
Guard headquarters, regional components, and force providers with the goal of achieving an
integrated maritime approach to security cooperation in support of national security objectives.

Black Sea Rotational Force (BSRF): Forward postured in Romania, the BSRF engages
partner nations and operates in muitiple countries throughout the Black Sea-Eurasia region,
Engagements included peacekeeping operations training events, technical skills familiarization
events, and various professional symposia throughout the Caucasus region,

SP-MAGTF-Africa 13 (SP-MAGTF-AF): As a sub-component of SP-MAGTF-CR,
SP-MAGTF-Africa 13 is forward based in Italy, consisting of a company-sized Marine element
that engages with partnered countries in Africa. SP-MAGTF-AF 13 focused on training African
troops primarily in Burundi and Uganda, bolstered militaries attempting to counter groups
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affiliated with al-Qaeda operating across the Maghreb region, and provided security force
assistance in support of directed Africa Union Mission in Somalia (AMISOM).

Marine Rotational Force — Darwin (MRF-D): In 2013, a company sized element of
MRF-D Marines deployed to support PACOM requirements and emphasize the U.S.
commitment to the Asia-Pacific region. During their stay in Darwin, Marines conducted
bilateral training with the Australian Defense Forces. In conjunction with the 31st Marine
Expeditionary Unit — from August through September 2013 ~ MRF-D supported the bilateral
Exercise KOOLENDONG at the Bradshaw Field Training Area in Australia to serve as a proof
of concept in preparation for the expected arrival of 1150 Marines in 2014. This next
deployment — the first step of Phase I, expands the rotational force from company to battalion
sized rotational units. The intent in the coming years is to establish a rotational presence of a
Marine Air-Ground Task Force of up to 2,500 Marines. The presence of Marines in Australia
reflects the enduring alliance and common security interests in the region and improves
interoperability between the United States and Australia

I1l. Fiscal Year 2015 Budget Priorities

For FY15, the President’s Budget provides $22.8 billion in our baseline budget, down
from our FY14 budget of $24.2 billion. This budget has been prioritized to support a highly
ready and capable Marine Corps focused on crisis response. The capabilities we prioritized in
this year’s budget submission protect near-term readiness while addressing some shortfalls in
facility sustainment, military construction, equipment recapitalization and modernization. The
Marine Corps budget priorities for 2015 include:

Amphibious Combat Vehicle: The development and procurement of the Amphibious
Combat Vehicle (ACV) is my top acquisition priority. The modern battlefield requires both
highly mobile and armor-protected infantry forces. The ACV will be designed to provide the
capabilities required to meet current and future amphibious operations. This program is critical
to our ability to conduct surface littoral maneuver and project Marine units from sea to land in
any environment; permissive, uncertain, or hostile. The Marine Corps requires a modern, self-
deployable, survivable, and affordable amphibious vehicle as a once-in-a-generation replacement
for the existing Amphibious Assault Vehicles, which have been in service for more than 40
years.

Marine Aviation: The Marine Corps continues to progress towards a successful
transition from 13 types of aircraft to six. This transformation of our aviation combat element
will provide the Marine Corps and the future naval force with highly advanced fixed-wing, tilt-
rotor, and rotary-wing platforms capable of operating across the full spectrum of combat
operations. As the Marine Corps moves towards a future battlefield that is digitally advanced
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and connected, the F-35B/C Joint Strike Fighter’s (JSF) fifth-generation capabilities will enable
the collection, fusion, and dissemination of information to all elements of the MAGTF.
Additionally, MV-22 Osprey vertical flight capabilities coupled with the speed, range, and
endurance of fixed-wing transports, are enabling effective execution of current missions that
were previously unachievable on legacy platforms.

Modernization and sustainment initiatives are required to enhance the capabilities of
Marine Aviation’s legacy platforms to maintain warfighting relevance. Specifically,
modernization and relevancy of F/A-18A-D Hornet and AV-8B Harrier aircraft are vital as the
Marine Corps completes the transition to the F-35B Short Take-Off and Vertical Landing
(STOVL) JSF in 2030. The F-35B is critical to our ability to conduct future combined arms
operations in expeditionary environments.

Resetting our Ground Equipment: We have made significant strides in resetting our
equipment after 12 years of wartime wear and tear. We are executing a reset strategy that
emphasizes both our commitment to the American taxpayer and the critical linkage of balancing
reset and readiness levels. Over 75 percent of the Marine Corps equipment and supplies in RC
(SW) have been retrograded. The Marine Corps requires continued funding to complete the reset
of equipment still being utilized overseas, to reconstitute home station equipment, and to
modernize the force.

The current rate of equipment returning from theater will allow the Corps to reset our
ground equipment by 2017, but this will require the continued availability of Overseas
Contingency Operations funding for FY'15 through FY 17 to support our planned schedule of
depot level maintenance. We are not asking for everything we want; only what we need. We
have consciously chosen to delay elements of modernization to preserve current readiness.

These short term solutions cannot be sustained indefinitely without cost to our future capabilities.

Joint Light Tactical Vehicle (JLTV): We remain firmly partnered with the U.S. Army
in fielding a Joint Light Tactical Vehicle that lives up to its name, while also being affordable.
The JLTV is needed to provide the Marine Corps with modern, expeditionary, light-combat and
tactical mobility while increasing the protection of our light vehicle fleet. By replacing only a
portion of our High Mobility Multipurpose-Wheeled Vehicle (HMMWV) fleet, the JLTV will
help to preserve our expeditionary capability with a modern level of protected mobility.

Military Construction (MILCON): For Fiscal Year (FY) 2015, the Marine Corps is
requesting $331 million for MILCON programs to support warfighting and critical infrastructure
improvements. This FY15 budget represents a 61 percent funding level decrease from our FY14
request of $842 million and a significant decrease from the Marine Corps’ previous six year
average, Our primary focus is toward the construction of Joint Strike Fighter (F-35B) and
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Osprey (MV-22) facilities that support unit relocations to Hawaii and Japan. We have prioritized
environmental and safety corrections such as water plant improvements and emergency
communication capabilities. Funding is also included for the continued consolidation of the
Marine Corps Security Force Regiment and its Fleet Antiterrorism Security Teams from the
Norfolk area to Yorktown, Virginia. Finally, we are providing funding to continue the
renovation, repairs and modernization of junior enlisted family housing units located in Iwakuni,
Japan.

Readiness and Risk in the FY15 Budget

The Marine Corps remains committed to building the most ready force our nation can
afford, but this comes at a risk. As our nation continues to face fiscal uncertainty, the Marine
Corps is responsibly building a relevant and lean force for the 21st century. The emerging
security threats to our Nation demand that America has a globally responsive, truly
expeditionary, consistently ready, maritime crisis response force.

While today’s fiscal constraints may make us a leaner force, we are committed to
maintaining our readiness — the real measure of our ability to meet unforeseen threats. Our
innovative spirit, strong leadership, and enduring stewardship of the Nation’s resources will
guide our modernization efforts. We will invest in our Marines as they are the foundation of the
Marine Corps. We will continue to reset our warfighting equipment and reconstitute our force
after more than a decade of combat operations, We will maintain our investments in the research
and development of new equipment and technologies that ensure our nation’s crisis response
force remains relevant and ready well into the 21st century.

In a fiscally constrained environment, it is critical that we maximize every taxpayer dollar
entrusted to the Marine Corps. Our ability to efficiently manage our budget is directly related to
our ability to properly account for every dollar. To that end, for the first time, the Marine Corps
achieved an “unqualified” audit opinion from the DoD Inspector General. We became the first
military service to receive a clean audit, which provides us with the ability to have a repeatable
and defendable process to track, evaluate and certify each dollar we receive. We are particularly
pleased that this audit will give the American people confidence in how the Marine Corps spends
taxpayer money.

As fiscal realities shrink the Department of Defense’s budget, the Marine Corps has
forgone some important investments to maintain near-term readiness. To protect near-term
readiness, we are taking risks in our infrastructure sustainment and reducing our modernization
efforts. These trades cannot be sustained long term and poriend future increased costs. As
America’s crisis response force, however, your Corps does not have a choice. We are required
to maintain a posture that facilitates our ability to deploy today.  As we continue to face the
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possibility of further budget reductions under sequestration, we will be forced into adopting
some variation of a less ready, tiered status, within the next few years.

As we enter into FY15 and beyond, we are making necessary trade-offs to protect near-
term readiness, but this comes at a risk. Today, more than 60 percent of our non-deployed units
are experiencing degraded readiness in their ability to execute core missions. Approximately 65
percent of non-deployed units have equipment shortfalls and 35 percent are experiencing
personnel shortfalls necessitated by the effort to ensure that forward deployed units are 100
percent manned and equipped. The primary concern with out-of-balance readiness of our non-
deployed operating forces is an increased risk in the timely response to unexpected crises or
large-scale contingencies. The small size of the Marine Corps dictates that even non-deployed
units must remain ready to respond at all times as they are often the nation’s go-to forces when
unforeseen crises oocur.

The risk to the nation is too great to allow the readiness of the Marine Corps to be
degraded. Through Congressional support we will continue to monitor our Five Pillars of
Readiness: High Quality People, Unit Readiness, Capability and Capacity to Meet the
Combatant Command Requirements, Infrastructure Sustainment, and Equipment Modernization.
Our current funding levels protect current readiness; however, it does so at the expense of the
infrastructure sustainment and equipment modernization efforts, which are keys to protecting
future readiness. This is a rational choice given the current fiscal situation, but it is not
sustainable over time. Ignoring any of these areas for long periods will hollow the force and
create unacceptable risk for our national defense.

IV, Shared Naval Investments

Naval forces control the seas and use that control to project power ashore, The fiscal and
security challenges we face demand a scamless and fully integrated Navy-Marine Corps team.
Achieving our shared vision of the future naval force requires strong cooperation. Now more
than ever, the Navy-Marine team must integrate our capabilities to effectively protect our
nation’s interests.

Amphibious Warships: The force structure to support the deployment and employment
of two Marine Expeditionary Brigades (MEBs) simultaneously is 38 amphibious warfare ships.
However, considering fiscal constraints, the Navy and Marine Corps have agreed {o sustain a
minimum of 33 amphibious warfare ships. The 33-ship force accepts risk in the arrival of
combat support and combat service support elements of a Marine Expeditionary Brigade (MEB),
as well as meeting the needs of the naval force within today’s fiscal limitations.

10
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The LX (R) program is the next major amphibious ship investment necessary to replace
our aging fleet of LSDs. As we move forward with this program we should take advantage of
the knowledge developed in building the LPD 17 class of ship. It is imperative that thisis a
warship capable of delivering Marines to an objective in a non-permissive environment.
Replacing the LSD with a more capable platform with increased capacity for command and
control, aviation operations and maintenance, vehicle storage, and potential for independent
operations gives the Geographic Combatant Commander a powerful and versatile toel, and
permit independent steaming operations.

Maritime Prepositioning Force (MPF): The second method of deployment for the
Marine Expeditionary Brigade is the MPF, which combines the speed of strategic airlift with the
high embarkation capacity of strategic sealift. The two remaining Maritime Prepositioning Ship
Squadrons (MPSRONS), each designed to facilitate the deployment of one MEB, carry essential
combat equipment and supplies to initiate and sustain MEB operations for up to 30 days. With
the introduction of the seabasing enabling module, which includes Large Medium Speed Roll-
On/Roll-Off (LMSR) vessels, Dry Cargo and Ammunition ships (T-AKE) and Mobile Landing
Platforms (MLP), MPSRON-supported forces will have enhanced capability to operate from a
seabase.

Ship-to-Shore Connectors: Ship-to-shore connectors move personnel, equipment and
supplies, maneuvering from a seabase to the shoreline. These are critical enablers for any
seabased force. Modern aerial connectors, such as the MV-22 Osprey extend the operational
reach of the seabased force and have revolutionized our ability to operate from the sea. The
Navy is in the process of modernizing the surface connector fleet by replacing the aging Landing
Craft Air Cushion (LCAC) and the 50-year-old fleet of Landing Craft Utility (LCU). Continued
funding of the maintenance and extended service life programs of our existing fleet of connectors
as well as investment in recapitalization of the surface connector capability through procurement
of the Ship-to-Shore Connector (SSC) and Surface Connector will be eritical for future security
environments. We need to continue to push science and technology envelopes to develop the
next generation of connectors.

V. Our Vision: Redesigning the Marine Corps

As we drawdown the Marine Corps’ active component end strength from war time levels
of 202,000 Marines, we have taken deliberate steps to construct a force that we can afford to
operate and sustain in the emerging fiscal environment. Over the past three years, we have
undertaken a series of steps to build our current force plan. In 2010, our Force Structure Review
Group utilized the Defense Strategic Guidance and operational plans to determine that the
optimum size of the active component Marine Corps should be a force of 186,800. Under the
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constraints of the 2011 Budget Control Act and the 2012 Defense Strategic Guidance, we
estimated that a force of 182,100 active component Marines could still be afforded with reduced
modernization and infrastructure support.  More recently, as we entered into the Quadrennial
Defense Review (QDR), we came to the difficult conclusion that, under the threat of continued
sequestration or some variant, an active duty force of 175,000 Marines (175K) is what our nation
can afford, along with very steep cuts to USMC modernization accounts and infrastructure. This
significantly reduced force is a “redesigned” Marine Corps capable of meeting steady state
requirements, We will still be able to deter or defeat aggression in one region, however with
significant strain on the force and increased risk to mission accomplishment.

The redesigned force is built to operate using the familiar Marine Air-Ground Task
Force-construct, but it places greater emphasis on the ‘middleweight’ Marine Expeditionary
Brigades by establishing standing MEB Headquarters. These MEB Headquarters will be
prepared to serve as a ready crisis response general officer-level command element for the joint
force. The redesigned force will deploy Special Purpose Marine Air Ground Task Forces
(SPMAGTF) and Marine Expeditionary Units (MEU) to provide combatant commanders ready
forces for a broad range of missions from forward presence to crisis response.

Maintaining a high state of readiness within the current and near-term fiscal climate will
be challenging for Marines and their equipment. For example, the desired 186.8K force
supported a 1:3 deployment-to-dwel] ratio to meet emerging steady state demands. A redesigned
force of 175K reduces that to a 1:2 dwell ratio for our operational units during a peacetime
environment. This 1:2 ratio is the same operational tempo we have operated with during much
of the past decade while engaged in combat and stability operations in Iraq and Afghanistan.

The redesigned force size implements the Strategic Choices Management Review
(SCMR) directed 20 percent headquarters reduction, and it includes the elimination of one 3-star
Marine Expeditionary Force Headquarters. Our ground forces will be reduced by one
Regimental Headquarters and eight battalions (six infantry, two artillery), as well as a reduction
of an additional 27 companies or batteries. Our aviation forces will be reduced by three Group
Headquarters and 13 squadrons. Our logistics forces will be reduced by 3,294 Marines (14
percent) and one battalion while conducting an extensive reorganization to gain efficiencies from
reduced combat service support resources. [n ground force terms, our aggregate cuts across the
force comprise a reduction in nearly a Marine Division’s worth of combat power.

The redesigned force will retain the ability to generate seven rotational MEUSs, with the
capacity to deploy one from the East Coast, one from the West Coast, and one from Okinawa
every 6 months. New Special Purpose MAGTF (SP-MAGTF) force structure responds to greater
demand for multi-role crisis response forces in several Geographic Combatant Commands under
the so-called “New Normal” security environment.

12
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In support of the rebalance to the Pacific, we prioritized our Pacific theater forces and
activities in the new force structure. Despite end strength reductions, 11 Marine Expeditionary
Force ~ our primary force in the Pacific — remains virtually untouched. We also restored Pacific
efforts that were gapped during Operation Enduring Freedom, including multiple exercises and
large parts of the Unit Deployment Program. A rotational presence in Darwin, Australia also
expands engagement opportunities and deterrence effects,

In support of CYBERCOM and in recognition of the importance of cyberspace as a
warfighting domain, we are growing our cyberspace operations forces organized into a total of
13 teams by the end of 2016. The teams will provide capabilities to help defend the nation from
cyber-attack, provide support to Combatant Commanders, and will bolster the defenses of DoD
information networks and the Marine Corps Enterprise network.

Lastly, the Marine Corps remains fully committed to improving embassy security by
adding approximately 1,000 Marine Corps Embassy Security Guards (MCESG) as requested
by Congress. The redesigned force structure consists of the Marines necessary to maintain our
steady-state deployments and crisis-response capabilities in the operating forces as well as the
additional Marines for MCESG. We have absorbed new mission requirements while reducing
our overall force size.

Expeditionary Force 21

Expeditionary Force 21 (EF 21) is the Marine Corps’ capstone concept that establishes
our vision and goals for the next 10 years and provides a plan for guiding the design and
development of the future force. One third of the Marine Corps operating forces will be forward
postured. These forces will be task-organized into a greater variety of formations, capable of
operating from a more diverse array of ships dispersed over wider areas, in order to meet the
Combatant Commanders’ security cooperation and partner engagement requirements, In the
event of crises, we will be able to composite these distributed formations into larger, cohesive
naval formations.

Expeditionary Force 21 will inform future decisions regarding how we will adjust our
organizational structure to exploit the value of regionally focused forces. A fixed geographic
orientation will facilitate Marine Commanders and their staffs with more frequent interactions
with theater- and component-level organizations, establishing professional bonds and a shared
sense of the area’s challenges and opportunities.

Expeditionary Force 21 provides the basis for future Navy and Marine Corps capability
development to meet the challenges of the 21st Century. The vision for Expeditionary Force 21
is to provide guidance for how the Marine Corps will be postured, organized, trained, and

13
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cquipped to fulfill the responsibilities and missions required around the world. Through

Expeditionary Force 21 we intend to operate from the sea and provide the right sized force in the
right place, at the right time.

VI. The Reawakening

As we drawdown our force and focus the Marine Corps toward the future, we see an
opportunity to re-set our warfighting institution and foster a Reawakening within our Corps. For
the past 12 years of war, Marines have performed heroically on the battlefield. In Iraq and
Afghanistan, Marines have carried on the Corps’ legacy of warfighting prowess, and every
Marine should be proud of that accomplishment. But as the preponderance of our Marine forces
return from Afghanistan and we are focusing our efforts on the foundations of discipline,
faithfulness, self-excellence and concerned leadership that have made us our Nation’s premier,
professional fighting force. This is the time to reset and prepare for future battles.

Focus on Values

There is no higher honor, nor more sacred responsibility, than becoming a United States
Marine. Our record of accomplishment over a decade of conflict will be in vain if we do not
adhere to our core values. Our time honored tradition and culture bears witness to the legions of
Marines who have gone before and who have kept our honor clean. Marine Corps leadership has
long recognized that when resetting the force following sustained combat, Marines must embrace
change. We are mindful of the many challenges that lie ahead; there is much work left to be
done.

Our purposeful and broad-range efforts to reset the Corps have to be successful. We
must retain our focused observance to the basic principles and values of our Corps. We refer to
them as the soul of our Corps. As such, all Marines are rededicating themselves to persistent
discipline; faithful obedience to orders and instructions; concerned and engaged leadership;
and strict adherence to standards. These iron-clad imperatives have defined our Corps for 238
years. As we reset and Reawaken the Corps, our focus on the individual soul of the Corps is
crucial.

The Marine Corps is fully committed to improve diversity and opportunity for the men
and women who wear our uniform and we are actively seeking innovative solutions to improve
our Corps. Over the last year, [ have personally sought out successful women leaders in the
corporate sector to help us better understand how they are achieving success in the areas of
diversity, inclusion and integration of women in the workplace. This has paid immeasurable
dividends, as we have gained a better appreciation for the dynamics on how to address and
positively affect culture change within our ranks.
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Marine Corps Force Integration

The Marine Corps continues its deliberate, measured, and responsible approach to
researching, setting conditions, and integrating female Marines in ground combat arms Military
Occupational Specialties (MOS) and units. We welcome the chance to broaden career
opportunities for all Marines that the Secretary of Defense’s overturning of the Direct Ground
Combat Assignment Rule offers us. Beginning in 2012, we assigned qualified female Marine
officers and Staff Non-Commissioned Officers (SNCO) to 21 previously closed combat arms
battalions in the assault amphibian, tank, artillery, low-altitude air defense and combat engineer
fields. Since the elimination of the assignment policy restriction last year, we began conducting
infantry-specific research by providing an opportunity for female officer volunteers to attend the
Infantry Officer Course (I0C) following completion of initial officer training at The Basic
School.

In 2013, we continued this infantry-specific research by providing an opportunity for
enlisted female Marine volunteers to attend the Infantry Training Battalion (ITB) following
graduation from recruit training. As a result of these assignment and early training assessments,
the Marine Corps currently offers opportunities to female Marines in 39 of 42 occupational fields
representing over 90 percent of our primary individual MOSs and in more than 141,000 positions
world-wide. Know that your Marine Corps will continue to maintain high levels of combat
readiness, while integrating female Marines into previously closed occupational fields and units
to the maximum extent possible. We will continue to conduct the research and assessment of
these integration efforts to ensure all Marines are provided an equitable opportunity for success
in their chosen career path.

Sexual Assault Prevention and Response

Sexual assault is criminal behavior that has no place in our Corps; we are aggressively
taking steps to eradicate it. Over the past two years, we have tackled the sexual assault problem
head on and have seen measurable improvements in three specific areas — prevention, reporting,
and offender accountability.

The Marine Corps continues to implement its Sexual Assault Prevention and Response
Campaign Plan. Launched in June 2012, the SAPR Campaign Plan called for large-scale
institutional reforms, to include the implementation of SAPR training programs on an
unprecedented scale and frequency. This includes the continued refinement of prevention
training Corps-wide, while strengthening capabilities for victim care, offender accountability,
and program assessment. Our reforms have yielded many positive results that affect Marines on
an individual level, while steadily transforming the Corps into a leading institution in both
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preventing and responding to this crime. The most promising result of the Campaign Plan thus
far has been the continued rise in reporting.

In FY13, reports of sexual assault in the Marine Corps increased by 86 percent
continuing a trend started in FY12, which saw a 31 percent reporting increase. In addition, 20
percent of all FY13 reports were made for incidents that occurred prior to the victim joining the
Corps; 17 percent were made for incidents that took place over one year ago. With sexual
assault being a historically under-reported crime, we believe that these trends speak directly to
the trust and confidence that Marines have in their immediate commanders and the overall
Marine Corps’ program. These encouraging developments suggest that our efforts are working
to increase awareness of SAPR resources and to establish a healthy environment of respect and
dignity where victims feel confident in coming forward.

With this increased sexual assault reporting, | anticipated an increased demand within the
military justice system. Consistent with this prediction, between FY 12 and FY13, the number of
child and adult sex offense prosecutions increased from 59 to 119, The number of those cases
that were contested increased by over 160 percent. These numbers reinforce the need to continue
building and manning a first-rate legal practice in the Marine Corps, comprised of quality judge
advocates and legal service specialists, that anticipates and adapts to evolving legal challenges.

In 2012, ¥ restructured the model for the delivery of legal services in the Marine Corps in
order to elevate the practice of law and better handle complex cases, such as sexual assaults.
This new model does two key things: (1) it centralizes supervision of the military law practice;
and (2) it puts more competent and experienced attorneys in charge of the military justice
system. Without question, the restructuring of our legal community dramatically improved our
performance in prosecuting, defending, and judging sexual assault and other complex trials. |
am committed to reinforcing the success gained by this reorganization.

We are continuing to evaluate and assess the new demands placed on our military justice
system and our legal community. These include the creation and expansion of the Victims’
Legal Counsel Organization (VLCO) and the extension of the requirement to provide military
justice experts to the Office of Military Commissions (OMC). To meet these increasing
demands and new legislative initiatives affecting our justice system, I have directed an internal
review of our retention and assignment policies to ensure we can continue to operate a first class
military justice system. This review will have two goals. In the short term, we must ensure we
have a sufficient number of qualified judge advocates to confront the immediate requirements.
In the long term, we must ensure that judge advocates serve in assignments that will maximize
their military justice expertise, while maintaining their credibility and skills as unrestricted
Marine Officers, to include operational law and traditional Marine Corps leadership assignments.

Recruiting and Retaining High Quality People
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We make Marines, win battles, and return quality citizens back to their homes across
America, citizens who, once transformed, will be Marines for life. Your Corps must be
comprised of the best and brightest of America's youth. To operate and succeed in volatile and
complex environments, Marines must be physically fit, morally strong, and possess the
intelligence required to make good decisions and operate advanced weapon systems. Itisa
complex and ever-evolving profession.

The Marine Corps utilizes a variety of officer and enlisted recruiting processes that stress
high mental, moral, and physical standards. Additionally, all processes are continuously
evaluated and improved to ensure that recruits meet or exceed the highest standards possible.
Retaining the best and most qualified Marines is accomplished through a competitive career
designation process for officers, and a thorough evaluation process for enlisted Marines, both of
which are designed to measure, analyze, and compare our Marines’ performance, leadership and
accomplishments.

Civilian Marines

Qur civilian Marines serve alongside our Marines all around the world. Our civilian
Marine workforce remains the leanest of all services with a ratio of one civilian to every ten
active duty Marines (1:10). Additionally, our civilian labor represents less than five percent of
the Marine Corps® total Operations and Maintenance (O&M) budget. More than 95 percent of
our civilians are located outside the Pentagon at our bases, stations, depots and installations.
Civilian Marines provide stability in our training and programs when our Marines rotate between
units, demonstrating that our “best value” for the defense dollar applies to the total force.

The Marine Corps supports measures that enhance consistency, efficiency and cost
effectiveness of our workforce. Since 2009, we have restrained growth by prioritizing civilian
workforce requirements. Additionally, we have realigned resources to retain an affordable and
efficient workforce. In reaction to Defense Departmental reductions, we stood up an Executive
Steering Group to determine how to minimize stress to our workforce. As we move forward we
will continue to keep faith with our ali-volunteer force of federal civilians.

VII. Summary

Marines are key components to the range of military missions our national security
demands. We are proud of our reputation for frugality and remain one of the best values for the
defense dollar. In these times of budget austerity, the nation continues to hold high expectations
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of its Marine Corps, and our stewardship of taxpayer dollars. The Marine Corps will continue to
meet the needs of the Combatant Commanders as a strategically mobile force optimized for
forward-presence, and crisis response.

As we continue to work with Congress, the Department of the Navy, and the Department
of Defense, your Marine Corps remains focused on today’s fight and the Marines in harm’s way.
The United States Marine Corps will remain the nation’s premier crisis response force. We will
remain most ready, when the nation is least ready... always faithful to our Marines, Sailors and
families.
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SHIP COUNTING RULES

Mr. FRELINGHUYSEN. And I was remiss for not extending condo-
lences of our entire committee for the loss of that sailor in Norfolk,
to his family and, obviously, to the Navy family.

I would like to yield the floor to Mr. Crenshaw for the first ques-
tion.

Mr. CRENSHAW. Thank you, Mr. Chairman.

And let me add my words of welcome to three true friends of the
subcommittee. I know I have worked with each of you all and de-
veloped what I would describe as a trusted working relationship
and, indeed, a friendship.

And T am grateful for that, and I know the subcommittee is
grateful for the work that you do, the dedication for the future of
our Navy.

I want to say just a personal word of thanks for visiting North-
east Florida, both of you, Admiral Greenert and Secretary Mabus.

I know you were in Northeast Florida/Southeast Georgia over the
last couple of weeks, and you know how Navy friendly those com-
munities are.

And I want you to know it is a big deal when you all take the
time to not only visit the men and women in uniform, but the com-
munities that support them. That gives them a sense of where your
commitment is to the future of the Navy.

One of the things I wanted to kind of talk a little bit about, we
have worked on aircraft. We have worked on ships. We have
worked on submarines.

But I must say, when I saw the proposed budget, it raised some
questions about some of the programs that we worked on, like the
P-8 Poseidon program where eight aircraft are being dropped; the
E2-D Hawkeye, Advanced Hawkeye, one of those is being dropped;
when you look at how are we going to replace the Ohio-class sub-
marines; what are we going to do about prepositioning ships that
the Marines have; what about the amphibs; questions about that.

But the Chairman runs a pretty tight ship; so, we don’t have
time to talk about all of that. But I would like to continue that con-
versation as we develop the subcommittee’s final work.

But I would like to talk about just the heart and soul of the
Navy, and that is ships.

The first question comes, Secretary Mabus, when you sent up the
budget, you also sent up a new way to count ships, and for the first
time that I know of you are going to count ships that haven’t been
counted as part of the count.

And T know the Navy always has a problem making sure that
we keep our ship count up because numbers matter. We talk about
that. And so, when you count ships you haven’t counted before,
then you get to increase the size of the fleet without going out and
buying a new ship.

I guess at a time when there is talk about decommissioning an
aircraft carrier, there is talk about laying up cruisers, skeptical
people might say, “Is this just a coincidence that you decided you
are going to count ships that you didn’t count before?” while maybe
that takes some of the attention way from some of the other things
that are going on.
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So I guess my first question is just common sense. What drove
you? What goes behind that decision to decide to count ships, like,
I guess, a hospital ship that hadn’t been counted as part of that
battle group—or battle force? What went into that thinking?

Mr. MaBus. Well, first, Congressman Crenshaw, we talked about
this last year. And the Navy always takes a look at how we do our
ship counts and we have changed it several times over the past
decade or so.

The short answer to why we made this change was it was the
ships that were requested by combat commanders, so ships that
were requested to be forward deployed. And we have also taken
some ships out in this count.

And two examples are we have taken mine countermeasures
ships that are not forward deployed out of the count. We put patrol
craft that are forward deployed that have been up-armored and up-
gunned and are now on patrol in particularly in the Arabian Gulf
onto this because this is requested by the combat commander.

One of the things I told this committee last year was that, if we
did this, we were going to be completely transparent. So when you
get the 30-year shipbuilding plan, you are going to get the old
counting rules and the new counting rules. And when I say we are
go{ng to get the fleet to 300 ships, I am using the old counting
rules.

CRUISER MODERNIZATION/RETIREMENT

Mr. CRENSHAW. I get it.

For instance, I want to ask you about the cruisers because there
is also in the budget a proposal to, I guess, lay up—I don’t know
exactly what that means—Ilay up 11 cruisers, and I guess they will
still be counted.

But here is the question. The last two years the Navy said, “We
are going to decommission 7 cruisers,” and this subcommittee, try-
ing to be cost-efficient, has said, “Common sense will tell you, if
you have got some ships that have useful life remaining, then
maybe, rather than decommission them, it might be wise to mod-
ernize them and upgrade them and then they would stay in the
fleet.” And, as you know, we put that in our appropriations bill and
said do that.

And this year it was kind of a surprise when we say you should
modernize them, then we—I guess this year at least you didn’t say,
“We are going to decommission them,” but you did say, “We are
going to take 11 cruisers and put them in what is called, I guess,
a lay-up and kind of a phased modernization.”

As T understand it, the average time would be 9 years. Some
would be modernized in 5 years. Some would be modernized in 12
years.

But if you are going to phase in this modernization, it seems like
that is a long time to have these cruisers out of service. I assume
they are tied up somewhere with no crew and the weapons sys-
tems, et cetera.

So I guess my question is: Is that, you think, the best use of the
money that we appropriated? And, I guess, what assurance does
this subcommittee have that—it is almost like one foot in the
grave.
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You say, “We are not”—at least we didn’t say we are going to de-
commission them, but you did say, “We are going to phase in the
modernization that might take, on average, 9 years.”

So my concern and, I think, the concern of the subcommittee
might be that—is this kind of a way to phase in the decommis-
sioning as opposed to actually modernizing them and upgrading
them?

Mr. FRELINGHUYSEN. We need some answers here. This is a focal
point. And maybe Mr. Crenshaw might not have any more time.

But before we leave here, we need to know how we are going to
have this forward presence with a lot of ghost ships that are part
of that count.

Mr. MABUS. Well, first, the short answer to your last question is
no. It is not a way to try to decommission them.

Second, we are profoundly grateful to this committee and to Con-
gress for giving us the funds to modernize these cruisers.

When we looked at the cruisers that we needed, we need 11 oper-
ational at any one time. The most effective way to keep 11 in the
fleet—because, if we simply modernized all the ships today, all
those cruisers would leave the fleet.

All 22 of them would leave the fleet in the late 2020s. By doing
this phased modernization, we will keep those cruisers in the fleet
into the 2040s. And we are not laying them up. We are modern-
izing them.

I know that the concern is that this is just a way for us to decom-
mission them. This is the first step down that road. We will work
with this committee in any way you want us to to reassure you
that that is not the case.

In fact, our plan is to buy all the materials to do the hull, me-
chanical and electrical modernization, for these cruisers up front so
that the ships begin to be modernized.

Second, we are not taking them out from under the control of the
Chief of Naval Operations. Unlike a ship which is laid up which
goes under the control of the shipyard, the CNO has command of
these ships and can bring them back in if there is a national emer-
gency that requires that.

Third, the reason that we are phasing it the way we are doing
it is, as the cruisers that remain forward deployed, operational, re-
tire, as they reach the end of their lives—the ones we are modern-
izing have the most life left in them.

As the ones that reach the end of their lives, we are doing a one-
for-one. As one retires, one comes out of modernization so that we
keep the same number—we can keep the same number deployed.

AMPHIBIOUS COMBAT VEHICLE

Mr. FRELINGHUYSEN. This is—no pun intended—a pivotal ques-
tion, and I suspect others may follow up on Mr. Crenshaw. But I
would like at this time to yield to Mr. Moran for some questions.

Mr. MoORAN. Thank you very much, Mr. Chairman.

I first want to thank General Amos for the tremendous Marine
Corps fellows, Dax and now Catherine, that have put together our
questions. So it is really their fault if you don’t like these ques-
tions.
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I also have to say once that, since this is the last time before the
committee, Mr. Chairman, I had the great honor of holding the
banner with General Amos for the end of the Marine Corps mara-
thon one year. We haven't——

Mr. FRELINGHUYSEN. Have you ever run it?

Mr. MoRAN. I did, but not recently. Thanks for asking. I wish
you hadn’t. I finished in 3:56, but that was in another life. I then
threw up in the Pentagon parking lot afterwards.

But this was a true highlight because we had this great pleasure
because—I haven’t been asked again. I am not sure if you have,
General—because we got to talking among ourselves as the female
lead runner passed the finish line.

So we wound up in the awkward position of having to run after
the lead runner, trying to get in front of her so we could put the
banner in front of her so she could run through the finishing ban-
ner.

So it was not one of our most glorious achievements. Anyway, I
will get back to—that is a true story, isn’t it, General?

Let me ask you about the Amphibious Combat Vehicle. The
budget has $106 million in it. We canceled the Expeditionary
Fighting Vehicle in 2011 after a $3 billion investment. So that one
hurt.

And we are still trying to replace the Amphibious Assault Vehi-
cle. But after the budget was drafted, you announced, General, that
you were going to review the program.

So the question is—we provided $123 million last year. I am not
sure whether that is being used for the Amphibious Combat Vehi-
cle. And we really have to ask, if we are reducing end strength and
force structure, do we still need the 573 vehicles?

General AMos. Congressman, thanks for the opportunity to talk
about that.

There was no sleight of hand on that. And you were very gen-
erous with your historical memory of the $3 billion, because my
memory of the EFV vehicle was actually more expensive than that
when we canceled it. But I will take your number.

Mr. MORAN. The $3 billion hurts enough.

General AMOS. Yeah.

But that was 15-plus years of effort to produce a vehicle that, in
the fall of 2010, the Secretary and I sat down with then-Secretary
Gates and said this is unaffordable for a host of reasons.

So we stopped, as you recall, and we said we are going to
spend—we are going to put a lot of effort and try to determine the
way ahead.

We need a vehicle that swims out the bowels of the ship. You
come off the ship one of two ways. You either fly off or you come
off in some type of surface craft.

We spent two years in detailed effort on that and we have la-
beled that program the Amphibious Combat Vehicle. We have put
money in the budget for R&D.

A year ago I was getting close to being prepared to make the de-
cision on that, come to Congress, ask you for help. I wasn’t satis-
fied that the absolute final degree of effort had been done.
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I knew I was only going to get one more bite at this apple, and
I was not about to come to this committee and say, “Let me proffer
up something that looks a lot like the one I just canceled.”

So we put it back in the sausage factory again, Congressman, I
mean, detailed efforts, and it reported out in January. And I sat
and fussed with that for about 45 days, wanting to make the right
decision.

The money right now that you see in this year and over the
FYDP is sufficient to do what I am about to describe. It is just in
the wrong cubbyholes. And my folks are going to work with this
committee to try to rearrange that. We are not going to ask for any
more money.

But, in a nutshell, what we have elected to do is we can build
a high water speed vehicle, and we know now that we can do it.
The cost of that vehicle is going to be somewhere along the lines
of the vehicle that we canceled; so, that is not good.

And, second of all, the compromise on what that vehicle will be
able to do ashore with its 13, 17 marines in it, however many ma-
rines it is going to carry, was too great. The compromise ashore
where the vehicle is going to live 99 percent of its time was too
great.

So we elected to switch and go to a wheeled vehicle. And these
are commercial, off the shelf, Congressman. They are already being
made by several different manufacturers.

So we have put a program in place for what we call an increment
one, which will be somewhere probably around 300 vehicles. We
are in the process of doing the acquisition work on that right now.

And, sir, these vehicles will be somewhere between $3 million to
$4.5 million apiece viz 12 to 14. It is the way to go. And they are
highly mobile. And that is the direction we are going.

I hope that answers your question.

Mr. MORAN. It does. It did take up all the time, unfortunately,
but I am glad you gave us a complete answer. I want to talk about
the George Washington, too.

Do you think we need to move on, though?

AMPHIBIOUS TRAINING EXERCISES

Mr. FRELINGHUYSEN. I want to give Mr. Kingston a chance to put
his oar in the water here. But we are going to hear plenty about
the George Washington, I can assure you.

Mr. MoORAN. Okay. And we will get another round. So I'll move
on.
Mr. FRELINGHUYSEN. Thank you.

Mr. Kingston.

Mr. KINGSTON. Thank you, Mr. Chairman.

First of all, I want to clarify for the record to my friend, Mr.
Crenshaw, that Kings Bay is, in fact, in Georgia and not part of
north Florida, although we will be happy to annex Jacksonville, if
necessary. But——

Mr. ViscLosKY. Would the gentleman yield?

Mr. KINGSTON. Absolutely.

Mr. ViscLosKY. My wife was born and raised in Jacksonville.

Mr. KINGSTON. We are good with her, particularly if she votes
the right way.
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Mr. FRELINGHUYSEN. Your time is evaporating here.
OHIO-CLASS REPLACEMENT PROGRAM

Mr. KINGSTON. First of all, General Amos, I want to say thank
you for all the service that you have given our country and the
great leadership that you have shown the men and women of the
Marines.

Mr. Secretary and Admiral Greenert, we appreciate your visits to
Kings Bay and your support of the nuclear deterrent program and
the Ohio-class submarine replacement.

Mr. Secretary, I think foremost my question number one would
be: Can you assure us that the Ohio replacement program, the
Ohio class, is going to stay on target?

As you know and I say many times in my speeches, that—they
are going to be decommissioned in 2028 and the time to build them
is not 2027.

F—35C PROGRAM

And then, secondly, I would like you to comment on the F-35C
program and the Navy’s commitment to it.

And then, thirdly, depending on time, about a year ago a number
of us and some members of the authorizing committee went to Op-
eration Bold Alligator, the training exercise, and I think the price
tag on that was maybe $15 million of the exercise.

And it really worries me that the Navy doesn’t have the money
for large-scale training operations like that, and maybe, if only for
the record, if you could say how important those large training op-
erations are, because, as you know, that was all over the eastern
part of the country.

Mr. MaABUS. If I could take that in reverse order, I will be happy
to say for the record how important those large particularly am-
phibious training exercises are, like Bold Alligator, to, number one,
completely mesh the Navy and Marine Corps team, but, number
two, to practice the opposed amphibious assaults that our marines
are unparalleled and unrivaled in the world in doing.

On the Ohio-class replacement program, Congressman, I can say,
yes, we are absolutely on track on that both—in this FYDP in
terms of the engineering money and the R&D money.

We have to start building that first replacement in 2021 to be
ready to go to sea at the end of that decade. We have to have the
common missile compartment ready earlier because the British,
who are also buying that compartment, will field their replacement
submarines first and will test that common missile compartment.

We are driving costs out of the program as aggressively as pos-
sible, making sure that we don’t compromise any mission areas.

I do think that there needs to be discussion, conversation, in
Congress and in the country as to how we pay for the Ohio-class
replacement program because this is a national program and, if
Navy bears it all out of our shipbuilding budget, it will absolutely
devastate the rest of the fleet, including the other submarines, in-
cluding the attack submarines in the fleet, which I don’t think is
a result that any of us want.

We are committed to the F-35C program and the carrier pro-
gram. The Marines are first with the B version and we in this
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FYDP—or in this budget are buying two C’s and six B’s, two for
the Navy, six for the Marine Corps.

We pushed some tails off purely as a financial measure. It will
not affect IOC—initial operating capability—for the first naval
squadron. And we feel confident in our ability to bring F-35C’s into
the fleet while maintaining our current TacAir capability.

Mr. KINGSTON. Thank you.

Thank you, Mr. Chairman.

Mr. FRELINGHUYSEN. Thank you.

Ms. McCollum.

MILITARY MISCONDUCT

Ms. McCoLLuM. Thank you, Mr. Chair.

General Amos, thank you for your service. And I am going to talk
about military misconduct. My comments are going to be more di-
rected to the Admiral, but I just want you to know that we will
continue to watch the Marine Corps handle its progress towards
military misconduct and the way the discipline is met out.

But to Secretary Mabus and Admiral Greenert, I do want to
thank you for your leadership. I know this is something that you
have been focused on and that an overwhelming majority of our
seamen and -women serve honorably and with great distinction.
And today we have a heavy heart because of the loss of the sailor
that we just heard about this morning.

However, the recent state of high-profile cases of military mis-
conduct within the Navy, we have to confront it. We have to ad-
dress it.

Widely reported bribery scandals involving two Navy com-
manders, the cheating incidents in the Navy nuclear power

Mr. FRELINGHUYSEN. Ms. McCollum, could you just pull your
microphone up a little bit?

BRAC

Ms. McCoLLuMm. Thank you, Mr. Chair. [continuing]. And the
sexual assault allegations are deeply concerning to me as well as
my colleagues on the committee, and we will continue to follow
this. But because we are preparing our budget, I wanted to discuss
and get some feedback on BRAC.

Secretary Mabus, as you know, the Under Secretary of Defense,
Robert Hale, said—and I quote—“We have got at least 25 percent
of unneeded infrastructure in the Department of Defense. If we
can’t get Congress to allow us to close it, we are simply going to
waste taxpayers’ dollars,” the end of his quote.

He goes on to say that not allowing the closure of this excess in-
frastructure means the Pentagon—and I quote again—“won’t have
the money to invest in things like readiness and reducing the num-
bers of force cuts that are required.” And that is the end of his
quote.

So, Secretary Mabus, I would like you to tell me explicitly how
much excess infrastructure that you have in the Navy.

And then here is where there is a bit of a contradiction, gen-
tleman, because Admiral Greenert on March 24th in an AP press
was quoted as saying that the Navy is not pushing for BRAC.
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So, gentleman, can you explain to me what—the Navy’s position
on getting rid of excess capacity in order to free up funds for other
things like readiness and maintenance and operations as has been
discussed by my colleagues earlier?

Mr. MABUS. Thank you, Congresswoman.

Comptroller Hale was obviously speaking for the entire Defense
Department when he made that statement.

And while we think that everything ought to be on the table in
these fiscally constrained times and that BRAC is a useful tool to
take a look at what we have, one of the things that the Navy and
Marine Corps has done is, in previous BRAC rounds, we have
taken those very seriously and we have ridded ourselves of a good
bit of excess capacity that we have.

We will certainly take a very hard look at all our capacities, at
all the bases that we have, should Congress authorize a new BRAC
round, and we do support the use of that tool. But we think that,
in the past, because of past BRAC rounds, we have gotten rid of
most of our excess capacity.

Admiral GREENERT. And, ma’am, the context of my comment was
speaking at a base about a base, in this case, Mayport.

As you know and as Congressman Crenshaw mentioned earlier,
strategic dispersal is important to us. And as Secretary Mabus
said, BRAC 1s a process. It is frequently used as a verb—“You are
BRACed”—as a derogatory thing.

The Department of Defense is asking for a BRAC. I support that.
It is not a bad process. It is kind of cleansing to look at what you
need strategically and in the business case analysis of it.

With regard to our laydown, our strategic dispersal, which I was
addressing at the time, I am satisfied with it.

Ms. McCoLLUM. So, gentlemen, in your opinion, unless ordered
to by Congress—because I am confused—Mr. Hale identified 25
percent—could you perhaps talk to Mr. Hale and get us back to
what share of the Navy’s 25 percent that is? Because, from what
I am hearing today, you say that there’s—possibly none of the 25
percent is in the Navy.

Mr. MABUS. I would be happy to talk to Bob Hale.

And, Congresswoman, I was Governor on the other side of a
BRAC process; so, I understand how BRAC processes work.

And to the CNO’s point, they do bring some needed rigor to look-
ing at what bases that we do need.

JOINT STRIKE FIGHTER

Mr. FRELINGHUYSEN. Thank you, Ms. McCollum.

Ms. Granger.

Ms. GRANGER. Thank you, all three of you, for your service and
your leadership and for being here to answer our questions this
morning.

General Amos, you and I have discussed the Joint Strike Fighter
many times, and I certainly appreciate your leadership in keeping
the Marine variate on track.

Could you give us an update on how the program is going from
your point of view and, also, confirm the Marine Corps’ plan to re-
place six Harrier losses in Afghanistan with additional Joint Strike
Fighters.
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General AMos. Congresswoman, thank you.

To your last point, when we lost the six airplanes in the attack
at Bastion airfield about a year and a half ago, there were six Har-
riers completely destroyed on the line.

Since then, we have brought two of the other Harriers back, and
it is my understanding that those two airplanes have not survived
what we call the planning and estimating, trying to determine how
much damage. So the total is really eight airplanes at this point.

We have put in an OCO request—a request through OCO,
through OSD and through OMB to replace those airplanes. We
can’t buy Harriers anymore. They don’t manufacture them. So to
buy JSF’s with those.

We have certainly—OCO in the past has replaced damaged and
lost equipment, whether it be vehicles, whether it be attack heli-
copters and that. So that is what that is about.

And I don’t think a final determination has been made on that.
We have included it in our unfunded priority list up to the House.
Chairman McKeon asked for that. So you have that. And that is
really for just six airplanes, and it is six JSF’s.

The program itself is doing well. The GAO, as you are aware, re-
leased a report yesterday critical of several things. And they are
doing their job. They are doing what they are required to do.

But the airplane for us—we have one squadron completely stood
up with 16 airplanes down at Yuma, Arizona. It is our first fleet
operational squadron. And we have a training squadron set up in
Eglin Air Force Base along with the Navy and the Air Force.

The airplane itself now has over 5,000 flight hours on it, both in
developmental testing and the flying that is being done out at
Yuma, Arizona. It is still in developmental testing. I mean, we are
going to find issues with it.

I talk to the JPO, the Joint Program Officer, all the time, who
manages this. We understand where he is with relationship to soft-
ware, with relationship to the structural integrity of the airplane.
We have got a good plan—he does—to continue to fix those things.

It is pressurized. There is no question about it. Just to give you
an order of magnitude on software, the F-22 has 2 million lines of
software code in it. The JSF has 6 million lines of software code.
So it is an order of magnitude greater in complexity.

But it is a tremendous weapons system. It is flying well. And we
are still on track at this point to what we do, initial operational ca-
pability for our squadron out in Yuma, Arizona, in late summer of
2015.

Ms. GRANGER. Thank you.

AIRCRAFT TIRES

Mr. FRELINGHUYSEN. Thank you, Ms. Granger.

Mr. Ryan.

Mr. RYAN. Thank you, Mr. Chairman.

General Amos, it is sad to see you depart, but I have a feeling
that you will still be around. And I want to thank you for your
leadership, especially your leadership in the field of resiliency. I
know we have talked and met about that a good many times, and
I want to just thank you for your leadership on that score as well.
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I have a question, Secretary Mabus, on an issue that I have been
working on since I got in the Congress a while back, not as far
back as when Mr. Moran was running marathons.

But it was——

Mr. MORAN. Before you were born.

Mr. RYAN [continuing]. It is regarding Navy aviation tires.

And the Defense Department tire procurement reform was taken
up in 2005 during the BRAC process and, subsequently, the House
and Senate Armed Services Committee and this subcommittee and
our Senate counterparts.

Those reforms have almost completely eliminated the unfair, un-
competitive and uneven process that used to allow a tire manufac-
turer to directly contract and manage DOD’s tire procurement.

The result, which—means that the company—for example
Michelin—has the contract that sells DOD almost exclusively their
own tires in this instance.

In the fiscal year 2010 defense appropriations report, we said,
“Having a tire manufacturer as the manager as well as the vendor
creates a perception of a lack of competition.”

And then we went on to say that the Secretary of Defense will
award a new contract and “the new contract should prohibit any
tire manufacturer from acting as a prime contractor for the man-
agement of the contract.”

The existing Navy aircraft tire contracts are exempted. That ex-
isting contract continues and, as this committee said, a perception
of the lack of competition continues as well.

Mr. Chairman, I would like to show the Secretary and the com-
mittee a chart that puts into stark terms the actions of the existing
contractor’s actions. The contractor selects their tires 98 percent of
the time.

The Navy, for reasons that are not clear to anyone given the lan-
guage and direction provided by this committee, is at this very mo-
ment proceeding with a new tire contract RFP with a tire manufac-
turer acting as a prime contractor for the management of the con-
tract. It seems as though the Navy believes it received a never-end-
ing exemption.

Mr. Secretary, this budget environment is extremely tight. Let us
save the taxpayers some money, conduct business in a uniform way
across DOD, provide competitive pricing for your aviation tires, in-
ject fairness, and allow for investment into American manufac-
turing, one of which has aviation tires all made here in the United
States, in Virginia.

You received a letter—and I have it in my hand—signed by 19
members of the House, including 5 members of this subcommittee,
asking you to have the Navy employ the process for tire procure-
ment used by the rest of the Defense Department. A letter is also
forthcoming from the United States Senate.

Mr. Secretary, the Congress and this subcommittee have been on
record on this subject for quite some time. You have this letter
from members of the House Armed Services Committee and the
Appropriations Committee asking you to act as Congress has pre-
viously directed the Navy.
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Now, we can do this the easiest way, I think, possible or a harder
way, where we end up having to act on this committee and writing
it into law.

But can you commit to me and my fellow members concerned in
writing you and the membership of this committee that the Navy
will abandon its duplicative contracting members and use T'SI?

Mr. MaBUS. Congressman, what I can commit to you doing is get-
ting you an answer not only to your letter, but, also, to this ques-
tion in the detail that we should get you the answer and as quickly
as dis possible. I will do that, and I will make sure personally that
is done.

Mr. RYAN. I would appreciate this.

I think this just feeds into—I mean, there is always a level of
cynicism on how the government is doing business, and I think this
just feeds into that level of cynicism to say, you know, you are
going to be in charge of picking and you pick yourself.

I mean, people in Youngstown, Ohio, and Akron, Ohio, they get
that. You know? That sounds like a scam to them. And so I would
appreciate your response.

And I appreciate the other members of this committee who have
signed on to that letter.

And I appreciate the time, Mr. Chairman.

Mr. FRELINGHUYSEN. Thank you, Mr. Ryan.

Mr. Calvert.

CIVILIAN WORKFORCE

Mr. CALVERT. Thank you, Mr. Chairman.

I also, General Amos, want to thank you for your service and
look forward to your next career, whatever it may be.

This budget proposes significant reductions in the size of our
military, particularly the Army and the Corps. While the U.S. mili-
tary is now 30 percent smaller than at the end of the Cold War and
forecast to shrink even further, it has 20 percent more three- and
four-star generals.

The fiscal year 2014 Appropriations Act directed the department
to provide a report on all direct and support costs associated with
general and flag officers.

While reducing the size of the force will save money, it is impor-
tant that we retain a force that is rightsized with the right mix of
personnel, both military and civilian, to accomplish that mission.

Secretary Mabus, Admiral Greenert and General Amos, as you
may know, just two weeks ago I introduced an act, the REDUCE
Act, which will require DOD to make necessary reductions to its
civilian workforce in a systematic manner without compromising
our ability to maintain a strong national defense over the long
term.

It would provide DOD with the authority to reduce the most non-
essential positions and an opportunity to determine which tasks no
longer need to be done through a reduction in force.

Currently the United States has 1.3 million active duty military
personnel versus 770,000 civilian personnel. I believe that ratio is
out of balance.

I would like to ask each one of you: What do you believe is the
right mix of civilian and military personnel across your services?
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Mr. Secretary.

Mr. MaBUS. Congressman, we have been taking a very hard look
at this for several years now, and, in fact, we have had our hiring
freeze in place last year for civilians, and Marines have had a hir-
ing freeze in place for 2 years for civilians, and we have cut pretty
substantially the number of civilians working.

However, having said that, we literally can’t put our fleet to sea
without the civilian workforce. The 12 people that we lost at the
Washington Navy Yard were working as civilians building our
fleet. The people that worked with them, 2 days later, were back
at work to make sure that we did that.

So I think we have to continue to take a look at both, at the uni-
formed and at the civilians. But also, one of the things that we are
finding, we spend an enormous amount on contracts, on contract
services that are not government employees. We spend $40 billion
a year on that, more than all our acquisitions combined. We are ab-
solutely convinced that we can save at least 10 percent a year on
that over the FYDP without harming in any way any of our activi-
ties.

Mr. CALVERT. General.

General AMOS. Congressman, as my Secretary said, in 2012 we
put a hiring freeze on the Marine Corps, on the civilian side of the
Marine Corps. In fact, we set thousands of numbers below what we
would call the targeted, the right balance. So you ask what is the
right balance between Active Duty and civilian Marines. We said
several thousand below that number that we have adjusted almost
annually to make sure that we have got the right balance. We are
the leanest of all the services. We have got the fewest civilians
per—and I was just looking through my notes here to get you the
exact figure, and I will find it here in a minute—of all the services.

Now, I don’t want to be misleading. We use the services of my
brother in the Navy with his depots and with his systems com-
mands. So we don’t have quite the overhead in civilians, but we
look at this twice a year, Congressman, to maintain that right bal-
ance.

I will tell you, we are short right now. I don’t think it is going
to get any better for us. So I guess if you are looking for a force
that is already lean, we are there, and I think we are probably
going to get leaner over the future.

Mr. CALVERT. Admiral.

Admiral GREENERT. What is a little unique about the Navy, Con-
gressman, is we buy equipment, and we man it as opposed to—and
I am talking about military—as opposed to determining the size of
the Navy on numbers of people. That is just not what we are about.
And it is similar to the Air Force as opposed to the ground forces,
and they get people, and then they equip it.

With regard to civilian personnel, as Secretary Mabus said, there
are folks there, they are wrench turners, welders, pipe fitters, elec-
tricians. If we were to reduce them, well, we just have to bring in
military, because that has to get done for the fleet to sail and for
aircraft to fly, and, as General Amos said, same with Aircraft
Depot.

But to look at this in a broad, more strategic approach, I think
that would be great. But we would need some regulatory relief, be-
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cause we have to manage higher, if you will, and reduce in force
locally, which is different from our military, which we can do. We
can put a master plan and look at——

Mr. CALVERT. I worked with former comptrollers—it was their
suggestion, by the way—and former Under Secretary of the Depart-
ment of Defense and former Secretaries of Defense who believe
that the ratios are out of balance, and that the Secretary does not
have the authority under existing law to make those types of re-
ductions.

And we are not talking about the wrench turners or the folks
that are manually working every day; we are talking about a look
at the Department, especially in management and the management
of middle management and the rest, like civilian workforces have
done in private sector over the years to reevaluate the growth in
the civilian workforce.

As you know, it has grown by 17 percent in the last 10 years
versus the military at approximately 3 percent. And I think, from
a business perspective, you need to take a serious look at that and
have the tools to make those reductions. And we are talking about
3 percent per year over 5 years in a 770,000 workforce, it would
seem to me a reasonable thing that could be accomplished, and it
could save over 10 years approximately $170 billion and keep that
in the Department, I think would help sustain the readiness, pro-
curement and troop levels.

Admiral GREENERT. Armed with that sort of authority, if you
will, and guidance, we could do that. But heretofore things have
been done so homogeneous that we would go to these shipyards
and say, you are frozen, I can’t hire a wrench turner, when the tar-
get may be support. And so until we can change that, the baby goes
out with the bathwater.

Mr. CALVERT. And that is the intent of this legislation.

Mr. FRELINGHUYSEN. It is worth a look. Please take a look at Mr.
Calvert’s proposal.

Mr. Cole.

E—6 AIRCRAFT

Mr. CoLE. Thank you, Mr. Chairman.

Thank you, gentlemen, all three of you, for your terrific service
to our country in so many different capacities.

Two quick points to make and then a bigger, unrelated question.
To my friend Mr. Ryan, not as a corrective and not to undermine
your point at all, but I do want to just point out Michelin has a
lot of factories in America. One of them is in my district; it is actu-
ally the largest single site in Oklahoma. Now, we don’t make avia-
tion tires there, but it is over 2,200 jobs. So they are a good com-
pany with a great presence in the United States.

I would like to know, and we have been trying to go through the
budget to determine, do you have any plans in terms of downsizing
or changing the E-6 Communications Wing that you have at Tin-
ker Air Force Base now?

Admiral GREENERT. No, sir, we don’t. To my knowledge, we don’t.
We sized that base. It is all part of the—as you know, the sea-
based strategic deterrent; and the support, that is the command-
and-control feature.
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Mr. CoLE. Right.

Admiral GREENERT. So we are required to have a number of air-
borne—you can call it an orbit, however you want, and everything
fits around that just like SSBNs at sea.

CAPABILITIES OF CHINA

Mr. CoLE. Thank you very much.

Let me switch it pretty dramatically now. Again, you have had
to deal with some really pretty tough budget decisions. I appreciate
the fact that both the service chiefs in particular used the phrase,
I think, you know, the best force that America is willing to pay for,
or something like that. I think that is a really important point to
be made, and ringing the alarm bell about 2016 can’t start too
early. Everybody on this committee knows what we are going to be
facing if sequester actually does kick back in and what that will
mean for your jobs. So thank you for making that point.

I would like you to look outside. While we are going through a
pretty difficult downsizing process with our military, that is cer-
tainly not true of some of our assets—or potential adversaries that
you deal with, particularly in the Western Pacific. So I would like
you to give us a quick overview of what you think the Chinese in
particular are doing, and whether or not you have what you need
to make sure that that remains a stable and hopefully peaceful
place, even given all the tension there is in the South China Sea
right now.

Admiral GREENERT. Well, the Chinese Navy, as they are very up-
front, they intend to build and replace. They are modernizing their
fleet. Folks think they are building a larger fleet. Frankly, the size
itself is not so much the change; the modernity of the vessels that
they have and aircraft and submarines is changing.

I view it with vigilance right now. You can buy all kinds of new
stuff. We have done it. Can you operate it? Can you network it?
Do you have the people to support it? Can you man, train and
equip it? And I watch that closely as I do that.

Secondarily, so what is the strategy here? And that is a frequent
topic of us in military talks. I had my Chinese counterpart here in
September for a week in the United States, spent the entire week
with him, and it was clear to me they want to become what they
call, if you will, a world-class navy, therefore the carrier program
and others. So they were quite inquisitive. How do you guys do
this? How do you build the force to do that? So our asymmetric ad-
vantages are people. As we have talked about, the right industrial
base you can, you know, build or not. So that is the core of what
we are.

Do I have what I need to do what I need to get done,
presencewide? Yes. And I provide this little chartlet. With what we
have, we can be where we need to be when it matters. Do we meet
the COCOM requests—there are several questions here—no. The
COCOM in the Pacific is very clear. He needs greater than two car-
rier strike groups. With the ships and aircraft that we have, we
can provide one, and that is reconciled, if you will, we call it the
Adjudicated Global Force Management Plan.

My concern is if we go to Budget Control Act caps, we will have
difficulty just keeping one in the Pacific and one in the Arabian
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Gulf, and we will at times go below that. We won’t be able to build
with the industrial base that we need. And perhaps more impor-
tantly, when contingencies occur, the ability to respond with the
right capacity, with the right capability, on time, all of those three
are very important, won’t be there like the combatant commanders
say it needs to be at a Budget Control Act level, if you will, at se-
questration.
Mr. CoLE. Thank you, Mr. Chairman.

ACCEPTABLE RISK LEVELS

Mr. FRELINGHUYSEN. Thank you.

Mr. Womack.

Mr. WoMAcCK. Thank you, Mr. Chairman.

My thanks to the gentlemen. I will start with a thank you.

And I want to thank General Amos. In late January, you visited
my district. It was part of one of your initiatives that brought you
there, but I have got to tell you, the luncheon that you spoke at
that normally seats about 350 people had over 900 that day, and
a number of marines were there, old and young alike, that made
a lot of difference in their lives, and I just want to thank you pub-
licly for taking the time to do that.

My question is for the panel, starting with the Secretary, and it
is kind of a follow-up to what Mr. Cole has just broached. What we
are doing today is we are trying to address real or perceived or
emerging threats based on budget constraints, and that is just a
business that we always have to do.

So my question is really simple: When you speak to us, you are
speaking to the American people. What is an acceptable level of
risk that we can take, given the spectrum of things that you have
to have the capacity to respond to, sometimes surprisingly? What
is that acceptable level of risk, and are we getting to an unaccept-
able level of risk particularly when we see just around the corner
the gotential for the resumption of sequestration in fiscal year
20167

Mr. Secretary, I would offer the floor to you first and then as the
two gentlemen to your left and right might be willing to respond.

Mr. MABUS. Thank you, Congressman.

The budget that we put forward, I think the short answer is we
have an acceptable level of risk. There is a level of risk, and we
have tried to articulate that level, and it goes to several factors.
The concern that we have, which the CNO has talked about earlier
today, is if in fiscal year 2016 we go back to sequester levels, that
level of risk goes up, and it goes up pretty dramatically in terms
of numbers of ships that we have, in terms of the assets that we
can put forward, in terms of the stress that it puts on, in terms
of our modernization programs, in terms of our weapons programs,
in terms of so many programs that we have that we simply couldn’t
get the things that we need when we need them.

So our concern is not so much for 2015, the budget that we are
talking about right now, because we do think we can manage that
risk, because it has been. Thanks to this committee and thanks to
Congress, we have these 2 years, 2014 and 2015, to do some plan-
ning and to set some priorities. It is from 2016 out and, if it does
return to those sequester levels, the problems that that will cause.
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General AmO0S. Congressman, I think knowing that risk and
readiness would probably be a key part of today’s discussion, I
spent a bit of time last night thinking about how I could describe
that so it would make sense. If you would allow me, please, to talk
just as a service chief how I look at readiness to begin with, and
then I will transition to risk, because I think they are absolutely
related, because one will drive the other.

The matter of readiness for my service, the Marine Corps, is
measured in people, people readiness; in other words, everything
from their preparedness to deploy, everything from as simple as
dental readiness and medical readiness to their family readiness.
Are they set and ready to go? Are the right people, the right ranks,
the right experience levels? Do they have the right noncommis-
sioned officers in charge of young marines, what I call baby ma-
rines, the ones that have just joined? Do I have the right staff
NCOs? So it is people readiness, and it is equipment readiness.

And the equipment readiness is mechanical. It is I have a piece
of gear; I have got a Humvee; I have got an MRAP. Is it up? Is
it operating? And if it is not, is it partially mission capable? We do
that in airplanes. Can we fly the airplane on some missions, or is
it completely grounded, is it down?

So it is people, it is equipment readiness, and both of those, in
particular the second one, require a lot of operations of mainte-
nance money. It is parts. It is support. It is that kind of thing.

The next one is training readiness, and that is taking those ma-
rines and being able to put them through the training syllabus and
ensure that they are at a—what we would call at the highest state
of readiness before they go to deploy, if they are going to deploy
in combat. I have told this subcommittee many, many times, those
marines that are forward deployed in Afghanistan and those that
have gone before in Iraq are my highest priority, so they will al-
ways go ready. So it is training readiness is the next piece.

Then there is what we call bases and stations, which is often
overlooked, because that is where our training ranges are; that is
where our facilities are; that is where all that home station support
is that takes those squadrons and battalions and sets the condi-
tions so that they can train, they can deploy, they can deploy and
know that their families are going to be cared for back in the rear.

And the last part is tied to what I just talked about, and that
is family readiness. Are the programs set so that when that unit
deploys on a moment’s notice, that the family is plugged into a net-
work, and they are going to be cared for, and information is going
to flow.

So that is the readiness kind of Rubik’s Cube that we work in
as commanders, and I certainly do within my force.

You transition to risk now. First of all, risk is a judgment call
by the individual. I try to pass this to somebody, but it is. The
other thing I would say is that risk is not necessarily a point on
a continuum; it is a space on a continuum between high risk and
probably low risk. Somewhere in there is moderate risk in there we
would probably describe as acceptable risk, and it would be, in my
case, you know, a certain size force, and I can talk about that in
a minute.
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But risk is a function of the total capacity of the force; in other
words, it is numbers of units, the capacity, the numbers of ships,
the numbers of marines, battalions, squadrons to be able to do
something that the Nation wants it to do. So that is the first part
in the calculus of risk.

The second part of it is the levels of readiness, which I just got
done talking about. That fits in the risk equation. And those levels
of readiness are readiness for forward-deployed units, readiness for
those next-to-deploy units, and those readiness of those units that
are, frankly, maybe a year from now. And this is where we are be-
ginning to feel the pinch is those units that are at home station
that are not in the queue that start deploying because they are in
a low state of readiness right now.

So the next piece of risk is the ability to build combat power over
time; in other words, how quickly can I move forces? We have al-
ways got forward forces deployed, you know that. Thirty thousand
marines. John Greenert has got his ships forward deployed, and we
are out there. But how quickly, in case we need something for a
large-scale operation, can I build that combat power up? How do
I get it there? Do I sail it? Do I put it on airplanes? Where does
the equipment come from? How quickly can I build that? So that
is an element of risk.

And then the next thing, quite honestly, is the sustainment abil-
ity both in people, combat replacements, and the ability to get
parts; the ability to get stuff forward to fix things; the ability to
provide meals ready to eat, water, batteries, fuel, ammunition; and
then how quickly can I get those combat replacements to people
that are wounded or we have lost in action, and we have got to re-
place them in a unit. So those are all parts of the things that count
that fit in the calculus of risk.

In my service we sit at about 193,000 marines today. We are on
our way down to 175,000. That 175,000k force was built and de-
signed around full sequestration. That is a force that is highly
ready. I have gone into bases and stations, pulled money out of
maintenance and facilities, and put them into these deploying
units, so they are ready. But the ones that aren’t deploying, I have
taken money away from them; I have taken money away from the
bases and stations. There is risk there, but there is not risk for
those that are forward deployed and ready to go. They are at a
high state of readiness.

Mr. FRELINGHUYSEN. General, I need to make sure I recognize
Mr. Visclosky at some point. I want to get to this issue through my
own questions, too. But this is a critical issue here, whether this
is budget driven or military requirements driven, but I think we
are getting some of the answers we need.

Mr. WoMACK. And I appreciate the gentleman for his remarks.

Just a quick point I think we all need to remember: Risk can go
on or off pretty quickly, but capacity to address the risk is not an
on/off switch, and that is where I base most of my concerns.

And I yield the floor.
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OVERSEAS CONTINGENCY OPERATIONS

Mr. FRELINGHUYSEN. We share your concerns, and I don’t mean
to cut anyone short, but I want to make sure we all get some ques-
tions here.

Mr. Visclosky.

Mr. ViscLOSKY. Chairman, thank you very much.

General Amos, I want to join the chairman and my colleagues in
thanking you for your service to this country as well as your col-
leagues on the panel, and also join the chair and my colleagues in
extending my personal and all of our sympathy on the death of the
sailor yesterday.

General Amos, you mentioned in response to Ms. Granger’s ques-
tion a number of aircraft and suggested that a request was sub-
mitted for the overseas contingencies operation. We face a very dif-
ficult task because there is a placeholder for $79 billion for next fis-
cal year. And our bill hopefully will be on the House floor, and
there will be a placeholder for $79 billion that is as of this moment
undefined. That is going to be a very difficult problem to address.

There is a theory that there is a bridge that the administration
is considering for the last 3 months of this calendar year as well
as a supplemental. But the question I would ask today is, Secretary
and Officers, has the Navy/Marine Corps contributed assumptions
or analyses that are contained in that placeholder? There was a
specific mention of a request for aircraft in OCO. What is in OCO
for the Navy and Marine Corps for fiscal year 2015?

Mr. MaBus. I will give you a very specific answer to your very
specific question. Yes, we have contributed information into the
OCO request. As you know, it is not final yet, and we put the
things in that we thought were appropriate to be put in to an over-
seas contingency operation request, things that were related to our
combat operations, particularly in Afghanistan.

Mr. ViscLoskY. I appreciate you answering my question. That is
why you are Secretary of the Navy.

Could I ask, have you submitted options? Because there appears
to be an operative theory that at some point after an election and/
or runoff, an agreement will be signed, but that if an agreement
is not signed, there is a so-called zero option that the President of
the United States has talked about. Would your request in that in-
stance be different than the ones that you have submitted to date?

General AMOS. Sir, there is no question about it, and that is a
little bit of the unknown right now, is this going to be a zero op-
tion, or will there be enduring force presence? If there is enduring
force presence, it is going to require OCO; if it doesn’t, then the ac-
tual OCO to deploy and train those forces in Afghanistan or sus-
tain them there will go away.

But the requirement to reset the Marine Corps will not go away;
that will be 2 to 3 years. And I have sat before this committee
many, many times and talked about that, and we are now down
to about $1.3 billion worth of requirements to reset the Marine
Corps. That is from about 15.5 billion years ago when Chairman
Murtha sat here. So we have come a long ways to reset, but there
are—there will be some OCO requirements, sir, as a result of once
we even come out of Afghanistan.
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Mr. ViscLOSKY. And on the reset, because the roles are changing
place, and we obviously face some very difficult circumstances with
Russia and the impact that has as far as their influence on some
of the former republics that are contiguous to Afghanistan, is that
factored in as to any possible fluctuation in your cost on reset if
that becomes more difficult as far as transit of equipment north?

General AMo0s. Congressman, we have got forward deployed
forces in that—in the Persian Gulf area, and we are looking at put-
ting a Special Purpose Marine Air-Ground Task Force on the
ground somewhere there for the combatant commander. Those will
be covered in our——

Mr. ViscLosky. I am talking about transit out of Afghanistan as
far as the reset——

General AMOs. Pardon?

Mr. VISCLOSKY [continuing]. And the lack of options potentially
based on Russians’ activity with some of the nations that border
Afghanistan.

General AMOS. Sir, we have not put any money in there for op-
tions.

Mr. MaBUS. Congressman, the Marines have more than 75 per-
cent—in fact, it is getting close to 80 percent of their equipment
has already gotten out of Afghanistan. They took their weapons out
of Iraq, and they have had a detailed plan now for some time, and
they have moved equipment out. So the risk to them in terms of
the way you take it out is—it is not completely gone, but because
of what they have done, it is much smaller.

Mr. ViscLOsKY. Thank you very much.

Thank you, Mr. Chairman.

SIZE OF THE MARINE CORPS

Mr. FRELINGHUYSEN. Following up on Mr. Visclosky’s question,
and this may be a focus on the Marines. And let me thank you for
reminding us of the Marine Corps’ ethos and invoking Belleau
Wood, and mentioning, obviously, Fallujah, which was one of the
most remarkable battles and successful battles that the Marines
were ever involved in. I don’t think we will ever forget the level of
sacrifice that was identified in Iragq.

I would like to ask, relative to the size of the Marine force going
forward, to some extent the forces of all of our military are directly
related to our withdrawal of U.S. Forces in Iraq. What do you see,
General Amos, as the laydown—maybe that is not the proper
term—Dbut the blueprint of where the Marines are going to be over
the next couple of years?

And T am not talking about as a result of the, you know, poten-
tial of continuing resolutions and sequesters, but relative to mili-
tary, you know, the military obligation, what you see out there. I
know sometimes we are taking a look at what the Russians are
doing. That was unanticipated to some extent, it appears. The Chi-
nese, with all due respect, are still on the high seas doing things
to deny us access in areas, and our allies. Give us a blueprint as
to where you think the Marines are over the next couple of years.

General AMos. Thank you, Chairman.

I think we will always have somewhere between 30- to 40,000
Marines forward deployed at all times. We will continue in this
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budget, even the fully sequestered budget, we will have seven Ma-
rine expeditionary units, the same number we have today, which
are those ships and marines that are forward deployed on a rota-
tion basis. We have three MUEs out right now; Admiral Greenert
has his ships out, one in the Pacific, one in the Persian Gulf area,
and one on its way home, coming up through the Mediterranean.
So they will always be there. So that hasn’t changed.

And we will have 22,500 marines west of the International Date
Line. That doesn’t include Hawaii. That is starting up north in
Iwakuni, Okinawa, Guam and down in Australia. And we are re-
aligning that, as you are aware right now. Today we have pretty
close to about 20,000 marines west of the International Date Line.
So they will be there. They will be forward deployed, and they will
be ready.

What we have built, and we have one already in existence, it is
called a Special Purpose Marine Air-Ground Task Force Crisis Re-
sponse, and it sits in the European theater right now by the gra-
ciousness of the country of Spain. They have been very good to our
country, allow us to position our forces there and to operate into
the African Continent.

And General Rodriguez uses them. They were down in the South
Sudan, they rescued the Americans out of there, and they are his
crisis response force. We have money, and they will be positioned
available there. We are going to build one of those for General
Lloyd Austin. It has to be approved by the Secretary of Defense,
and so we are offering that up. And we are looking at building one
of those down in South America for General Kelly. So the marines
will be positioned all around, Chairman, and that is our:

Mr. FRELINGHUYSEN. So what the Secretary talked earlier in the
morning about, you will be an essential part of what he described
as the innovative combinations that are being used now and will
be structured in the future to meet a potential aggression and cri-
ses. So you are essentially part of that, which sort of begs the ques-
tion here, and I say this respectfully, we know that the Marines
will do anything at any time for our country and have done it time
and time again. You have always been the point of the spear. You
are remarkable. What is your relationship with—and I know you
are part of that relationship—with our special operators, who also
do remarkable work, and who now have a greater role in this budg-
et scenario? In other words, you are being reduced, and we are
making substantial investments in cyber warfare, we are making
investments, and no one is against them in the role of our special
operators. Where are you in that mix?

General AMOS. Chairman, we have 25-, almost 2,600 marines
that are part of Marine Special Operations Command. They are
under the command and control of Admiral Bill McRaven, the Com-
mander of Special Operations Command down in Tampa. They are
just like SEALs, they are just like the Rangers, the other forces
that he owns. They are highly trained, and they are our contribu-
tion.

And they have a general role as Special Operations Forces, but
the synergy here is they have unique tentacles back to us. And so
we have just agreed, Admiral McRaven and Admiral Greenert and
I, that we will put some of those on Navy ships, on Marine expedi-
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tionary units, on amphibious ready groups, and they will be in con-
cert working with these special operators as they travel around.

So it is a symbiotic relationship, and, sir, we are all in on it. I
think we have got the right amount. I get asked that question all
the time, do you have too many, do you have not enough? Right
now for the budget that we have and the roles and missions, I
think we have got the right amount.

SPECIAL PURPOSE AIR-GROUND TASK FORCE

Mr. FRELINGHUYSEN. Ms. Granger, any further questions?

Ms. GRANGER. Yes.

General Amos, we have seen and heard from the Navy on the
need for more amphibious ships; however, as I understand it, you
began filling this critical amphibious gap with land-based crisis re-
sponse forces, particularly in Africa. And my question is will the
Marine Corps continue to develop these Special Purpose Air-
Ground Task Forces throughout the world, and do you feel the air
support at your disposal is adequate to continue those missions?

General AMoS. Congresswoman, I think we will. I think it is a
sign of the future. It is the sign of kind of this what people are call-
ing the new norm. We want to be relevant based on what the needs
are for the combatant commanders, what the real world has un-
veiled. After the Libyan tragedy with Ambassador Stevens, we sat
back and within my service said, is there anything that we can do
in the future?

And two things came to mind. One was, with the help of Con-
gress, was to authorize another 1,000 Marines in the Marine Secu-
rity Guard detachment, which we have done and we are in the
process of. It is turning out to be very successful so far. The second
was what if they had a force that was on the ground somewhere
or at sea, ideally it would be at sea, that could react in the event
the combatant commander has a need?

And that is what this is all about. And so this is in anticipation
of can we provide something for future requirements. So I think we
are going to continue to do that. I know that Admiral Greenert and
the Secretary are working very hard on the ships. We will probably
talk some more about that here. We would like to be on ships. It
is just they cost a lot of money, and it is just a function of trying
to balance the budget.

Ms. GRANGER. Thank you very much.

AIRCRAFT CARRIERS

Mr. FRELINGHUYSEN. Thank you.

Mr. Moran.

Mr. MoRAN. Thank you, Mr. Chairman.

I mentioned that I wanted to ask some questions about the
George Washington, and we haven’t gotten into that, and I know,
Admiral and Secretary, that you really do want to get into that
subject, so I will give you the opportunity.

We invested $3 billion into the George Washington aircraft car-
rier back in 1983. The price of a new carrier is now $10 billion. In
this budget you have put 46 million for defueling the ship, but it
is going to be $1 billion if we actually decommission it.
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Now, in prior years this subcommittee has provided over half a
billion for the planning and advance procurement of these kinds
of—you know, for the lead items like the reactor core and for re-
fueling. So we have got an issue here. I know you do, as well, but
we need to be able to plan, what are you going to do? It is an enor-
mous cost if we change our mind, as you know.

We don’t know whether this ship is going to be inactivated for
$1 billion. We know that this small amount of money is not even
a placeholder. Are you going to ask for the additional 800 million
to deactivate it, or is it just a situation where we haven’t made a
decision as yet?

I guess I should ask you, Mr. Secretary. That is why you get paid
the big bucks to answer those kinds of questions.

Mr. MABUS. Congressman, to start with, I just don’t think it is
true that either one of us was at the first marathon.

Mr. MORAN. What?

Mr. MABUS. I don’t think either one of us was at the first mara-
thon even though there are rumors that we were there in Greece
a couple of thousand years ago.

Mr. MoORAN. Oh.

Mr. MABUS. The only thing we have done with the GW is moved
the decision 1 year, whether to move——

Mr. MORAN. Move the decision for 1 year, you are saying?

Mr. MABUS. Yes, to move the decision for 1 year. Nothing is
go}ilng to take place in 2015 that will head in one direction or the
other.

Having said that, we very much want to keep the GW, as you
pointed out. She was built 25 years ago. She is halfway through
her expected life span. Admiral Locklear, the Pacific Command
Commander, testified in Congress about the need for us to keep 11
aircraft carriers. We are very aware that there is a law that says
we will have 11 aircraft carriers. So it is like gravity: It is not just
a good idea; it is a law.

And so we are very aware of all that, and we want to keep that
carrier and her associated air wing. To lose that carrier would have
implications in terms of our presence, in terms of our surge capac-
ity, in terms of the stress that we put on the remaining carriers,
and also on the industrial base in terms of building carriers.

So by moving the decision, completely moving it, we had a year
to work with, we will not have an impact on the cost of refueling
or defueling, and we will not have an impact on the next carrier
coming in to be refueled. And that is why we did it, to give us a
little more decision space, to give Congress a little more decision
space, because, as you point out, the bill for keeping GW and her
air wing and operating her is about $7 billion over that 5 years be-
ginning in 2016.

Mr. MORAN. Okay. Well, thank you, Mr. Secretary.

Thanks very much, Mr. Chairman.

LITTORAL COMBAT SHIP

Mr. FRELINGHUYSEN. Mr. Crenshaw.

Mr. CRENSHAW. Thank you, Mr. Chairman.

Let me just quickly finish the conversation about cruisers and
ask a question. You know, last year we had to find $25 billion to
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take out of our bill to meet all the requirements, and in spite of
that, there was money left to modernize those seven cruisers. So
you can see from our standpoint, we thought that was pretty im-
portant, because it is common sense; if you are going to maintain
your fleet without spending a lot of money to buy new ships, you
simply maintain, modernize the ships you have.

And so I just want to kind of make that clear that we were pret-
ty clear in our intention. And I think that your proposal probably
is within the letter of the law, but I am not sure it follows the spir-
it of our clear intention to say here is seven cruisers, and here is
the money to modernize them and proceed.

So I am hoping that we can work together, because you won’t al-
ways be—all you three gentlemen, always be sitting there, and you
say, okay, we are not really putting one foot in the grave; 9 years,
everything is going to be fine. But I have seen times when the
Navy said, well, here is an aircraft carrier, and we are going to
spend $350 million to do an availability, and which was done; and
then they said, here is 400 million to finish the availability, and
then all of a sudden somebody said, well, we need the 400 million
somewhere else, we are going to decommission the aircraft carrier
and $350 million down the drain.

So I just want to leave you with that thought, that we would be
happy to work with you to kind of understand what our clear in-
tention was. That is just a comment. Doesn’t require a response.

Here is my question: I want to talk about the littoral combat
ships. You know, that was going to be the ship of the future. And
we spent a lot of time and energy developing that ship, and then
we decided it is the ship of the future, and we are going to build
52 of these.

And when Secretary Hagel was before the subcommittee a week
ago or 2 weeks ago, I said, I see where you have decided to cut
back the number of littoral combat ships from 52 to 32. And he
said, well, no, we are not really not going to build the last 20 lit-
toral combat ships, we just are only going to contract for the first
32, and then we are going to take another look at the littoral com-
bat ship; maybe we can upgrade it, maybe we can replace it, what-
ever.

But I always thought that what we do is we try to figure out
what we are going to need, and then, to be cost efficient, we buy
as many of those as we think we need. So I guess my question is
if you decide that maybe it is not exactly what we wanted, and
somehow you are going to take a second look, I mean, how did you
figure out we will do the first 32, we are tight on money, and some-
how in the meantime we are going to decide that there is a better
way to do the littoral combat ship or maybe even replace it? It
seems to me it is either the ship of the future or it is not. So how
did you decide to say we will just do 32 of those, and then we will
decide what to do with the next 20?

Mr. FRELINGHUYSEN. We need some answers on that. I mean, re-
spectfully, in our first hearing we didn’t get a lot of answers to
these questions. So

Mr. MABUS. Well, I think it is important to

Mr. ViscLosky. If the gentleman would yield, I would associate
myself with the question just raised by the chair and the gen-
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tleman from Florida. And I guess I would just add, why buy any
more?

Mr. MABUS. Well, I think it is important to look at exactly what
the Secretary of Defense said, which is don’t engage in contract ne-
gotiations past 32. That will take us almost all the way through
this FYDP on the littoral combat ship as they are being built today.
And it is not unusual at all, in fact, we have done it on virtually
every ship, to take a look at are we getting the requirements that
we need; are we getting the lethality that we need; are we getting
the survivability that we need?

And we have done it, the DGG-51s, where we are about to start
building the fourth consecutive flight of those, and the ones we are
building now are very different from the first ones we have built.
Same thing with the Virginia class submarines; we are about to
begin to build flight 4 of those. So we are taking a look now, and
we will have this answer, you will have this answer in order to in-
form the 2016 budget.

And the options that he directed me was keep building the LCS,
build a modified LCS, or complete the new design. But he also said,
take into account cost and take into account delivery time to the
fleet, because he said in his statement that we needed to get to this
number of small service combatants to meet our war plans, to meet
our presence requirements.

So that is the look that we are engaged in now. We will be fin-
ished in time to put whatever we find into that. But this is not an
unusual thing to do for a class, particularly a new class, of Navy
ships. We have just deployed the first one to Singapore, 10-month
deployment, came back, had an excellent deployment. We have
block buys for 20.

And the last thing I would like to say is one of the things that
I am very proud of about the littoral combat ship is that the first
of these ships cost north of $750 million. We have now driven that
cost down so that the ships that are coming that we are contracting
for now will cost about $350 million.

And when you add the weapons systems and its cost to the cost
of the haul, and the fact that you can switch out these weapon sys-
tems, the fact that you don’t have to build a new ship as technology
changes, they are bringing these ships in at pretty close to what
Congress was told they were going to cost in 2002 in 2002 dollars,
which I think is a pretty remarkable accomplishment.

Mr. CRENSHAW. And I appreciate that.

Mr. FRELINGHUYSEN. You are suggesting that the deployment to
Singapore was an enormous success? I thought it was replete with
all sorts of issues.

Mr. MABUS. Any time you have a first ship of a class, we de-
ployed this one early to learn some lessons, but it was available for
service at the same rate the rest of the Pacific fleet was available.
It performed all the missions that we sent her out there to do

Mr. FRELINGHUYSEN. If everything is working well—I have en-
dorsed both models—why are we working on version 3 here? The
issue is survivability, isn’t it?

hMr. MaBUS. Again, it is not unusual to do this for Navy
ships——
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Mr. FRELINGHUYSEN. I know that this is sort of what makes the
committee very exasperated and frustrated. I mean, we look at the
Army with a ground combat vehicle and messed around with that.
With all due respect to the, you know, expeditionary vehicle, we
spent a huge investment. I mean, these are sort of what we want
to try to eliminate, this type of situation here. I don’t mean to jump
on your time here, but this is sort of the crux of what we do here.
People are looking over our shoulder wondering what is going on
here.

Mr. MABUS. Well, as I said, we are driving the cost down on this
ship, and we have gotten it down and through competition and
through block buys to do that. We are where we need to be in
terms of the weapons systems, in their stage of development. But
if you look back

Mr. FRELINGHUYSEN. Well, whatever you put on the ships were
for it, but they could be put on the new model as well.

Mr. MABUS. Well, anything that you build, you would have to be
modular going forward, because to build these systems in and not
be able to change them as technology changes, no matter what
kind of ship we build, we can’t afford to do that anymore.

Mr. FRELINGHUYSEN. Mr. Visclosky.

Mr. ViscLosKY. And I don’t want to impose on the gentleman’s
time, but as long as we are on, I appreciate the gentleman raising
it. You used an analogy about we have improved the Virginia class,
no question about it, carrier, no doubt about it. But in this case,
the Secretary talked about the literal survivability of the ship,
talked about the lethality of the ship, talked about the concept of
operations. This isn’t just this is a good ship, we can make it bet-
ter.

And you mentioned that we are hitting a cost target; I am de-
lighted. But if the ship is not survivable, I don’t care if I meet my
cost target if it is in the bottom of the ocean. Maybe we should be
looking at that next small surface combatant.

And you mentioned earlier in your answer, we need to get to a
number which raises the earlier question the gentleman also
raised. I am an accountant, but I don’t just get to a number; I want
to have a survivable ship for the purpose intended as opposed to
one that meets costs, that is not survivable, not lethal, and it is
subject to the concept of operations.

Mr. MABUS. Let me give you two chunks of an answer here. One
is I have looked back at reports from GAO and other sources on
things like the DDG-51, things like the frigates that we have
today. In nearly every case where we have a new class of Navy
ship, there have been questions, serious questions, about surviv-
ability, about lethality, and about concepts of operation. And those
ships have obviously met all those requirements.

Secondly, in terms of the concept of operations, that is being de-
veloped today. That is what the CNO set up the Littoral Combat
Ship Council for, exactly how we use these ships. You know, before
a conflict starts, we might have one of these out by itself, clear
mines or something like that. Once a conflict starts, it is going to
be part of a battle group.

We have to protect lots of Navy ships including——
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Mr. FRELINGHUYSEN. Respectfully, it is about a group which is
shrinking, and we are not quite sure how many ships we have. We
want to make sure the ones we do have are survivable.

I want to yield to Ms. McCollum so we can keep the questions
going here.

ALTERNATIVE ENERGY

Ms. McCoLLuM. Thank you, Mr. Chairman.

I want to commend all of you for your commitment to energy, se-
curity and your support of alternative energy investment. I had the
opportunity to see some of that that work firsthand at Camp Pen-
dleton with the solar panels and the real thoughtful process that
was put into the building the new barracks and any rehab that you
are doing on base.

But, Secretary Mabus, you have been really focused on reducing
operational energy costs by shifting the Navy’s reliance from fossil
fuels to alternative energy. You have had a stated goal of 50 per-
cent of the Navy’s total energy coming from alternative sources by
2020. So I am hoping that you could further discuss the energy pro-
grams that you have in place that will help the Navy achieve this
goal, and is the goal still attainable within the top line defined by
the Control Budget Act?

So, in other words, how much of the fiscal year 2015 budget re-
quest is devoted to securing these alternative energy resources as
well as energy conservation through smart investments when you
areu(;)urchasing equipment and rehabbing buildings and ships as
well?

Mr. MABUS. It is more important in constrained budget times to
do this than it is in unconstrained budget times. One of the reasons
that we are doing it is that in fiscal year 2011 and fiscal year 2012,
Navy got a bill for unbudgeted fuel increases of $2 billion because
of the price spikes and the cost of oil, because oil is a globally trad-
ed commodity, and any time something happens somewhere in the
world, there is a security premium that oil traders put on the price
of oil.

So it is important that we move to these alternative sources, par-
ticularly in these budget-constrained times, to flatten out those
spikes, to keep those spikes from harming the rest of the budget.
We are well on our way to meeting those goals using the Defense
Production Act. We have four biofuel companies now that are obli-
gated, as they are moving through the process, to provide 163 mil-
lion gallons of biofuel starting in fiscal year 2016 at an average
cost of a good bit less than $4 a gallon. So in direct answer to your
question, we are not going to spend any more money on these en-
ergy-saving things than we would on other things.

In terms of efficiencies, we are moving at sea, hull coatings, voy-
age planning, stern flaps, replacing lights with LED lighting on-
board ship, simple things like that to bring down the operational
costs. We built our first hybrid ship, the Makin Island, which came
back with almost half its fuel budget from its last deployment. We
have also on bases done many of the same things.

The final thing is the culture has almost completely changed,
and one of the ways that we are meeting these goals is just because
sailors and marines have come forward with, this is a way we can
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save, this is something we can do. And the Marines, I want to say,
have embraced this more enthusiastically than anybody, because
{:hey know that if we make energy where we use it, we save marine
ives.

Ms. McCoLLUM. And General Halter did a fabulous job of ex-
plaining all the smart investments.

So my point is when we look as a committee at cutting these line
items, we are actually having the potential of increasing your fu-
ture operational costs; are we not, gentlemen?

Mr. MABUS. Yes.

Ms. McCoLLuM. Thank you.

NAVY WORKFORCE

Mr. FRELINGHUYSEN. Thank you.

Mr. Calvert.

Mr. CALVERT. Thank you, Mr. Chairman. I was going to get into
the George Washington littoral combat ships, but I was beat

Mr. FRELINGHUYSEN. You still can. I think there are more ques-
tions to be——

Mr. CALVERT. We may come back to that.

It was brought up that we need contract reform, and I absolutely
agree with that, and I think Mac Thornberry is working on that,
and also procurement reform. I think he is working on that, also.
But the issue regarding the civilian workforce, as I understand it,
the Marines are almost—based upon the numbers that you gave
us, General Amos, you are talking about almost a 10 percent reduc-
tion in the core force from 193,000 to 175,000. The Army is talking
about reductions of exceeding 15 percent. I am not quite sure
where the Navy is going. Admiral, what is the reduction you are
looking at?

Admiral GREENERT. I will have to give you the specific numbers
of civilian personnel, but we are reducing our headquarters, a lot
of them, 23 percent.

Mr. CALVERT. How much of that on military uniform?

Admiral GREENERT. Pardon me?

Mr. CALVERT. On uniform personnel, what percentage?

Admiral GREENERT. A vast majority are civilian and contract. I
will give you the numbers and breakdown, but I can tell you right
now, a very small number of military comparative.

Mr. CALVERT. Well, I want to make sure that everyone under-
stands that we are not targeting depots or people who are per-
forming tasks that are necessary to the United States Government.
What we are looking at is giving managers the ability to evaluate
performance and make sure that we keep the best and the bright-
est people in the civilian workforce.

And this isn’t something that came out of whole cloth; this is
people that you know and I know you have talked to that believe
that the civilian workforce ratio is out of whack, and it needs to
be taken a serious look at. And you need to have the tools, because,
like Marley’s ghost, you have been hauling around chains from pre-
vious administrations, both Republican and Democratic, task force
commissions that have never dissolved, employees that are around
that have not been able to be changed, and that is not acceptable,
especially when many of these employees are up for retirement.
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As I understand, there is a significant number of employees at
the Department that are up for retirement at this point, and so
that kind of what I would call as an employer some of the low-
hanging fruit out there, but you don’t—and I understand you don’t
have the tools, but that is what we are trying to do is provide the
tools for managers to make decisions that have to be made; rather
than cutting Marines and Army and Navy personnel, uniform per-
sonnel, that you can also look at the civilian personnel the same
way you are looking at uniform personnel, because it is easier to
cut military personnel than it is civilian personnel.

Or it is easier, and the problems that was also discussed on pro-
curement. I mean, it is, as the chairman pointed out, embarrassing,
the billions of dollars that we have spent in Army programs, Navy
programs, Marine programs, and that is gone money that you real-
ly wish you had right now.

So all of these things have to be done in order for us to make
sure we maintain our readiness, to make sure we maintain the per-
sonnel that you want to maintain the platforms, the economies in
fuel and so forth that you want to do. If anyone wants to make a
comment on that, Secretary, go ahead.

Mr. FRELINGHUYSEN. A brief comment, and then we are going to
go to Mr. Ryan.

Mr. MABUS. The only comment I want to make is you are abso-
lutely right about the procurement reforms, and I think we have
done a lot. And in terms of some of these programs, we killed them.
If it was not giving us what we needed, or if it was too expensive,
011; if it wasn’t going to perform in the way that it should, we killed
them.

And we have, I think, and I am very proud of the fact, we have
driven down costs all across every one of our procurement pro-
grams, and we have done it by pretty simple business things: put-
ting competition back in, using firm fixed-price contracts, just driv-
ing harder bargains, and keeping a closer eye on tax money. And
thanks to this committee and thanks to Congress for giving us
some of those tools to be able to do that, and I do appreciate the
tools, whether in the military, in the civilian workforce or in pro-
curement.

And in answer to the number of Navy people, our numbers will
stay essentially the same over the FYDP.

SUICIDE

Mr. FRELINGHUYSEN. Flatlined pretty much, the numbers.
Thank you, Mr. Calvert.
Mr. Ryan and then Mr. Cole.

METAL HEALTH PROGRAMS

Mr. RyaN. Thank you, Mr. Chairman.

I have a question for each of you on the issue of suicide in the
force, and this is an issue that the committee continues to deal
with and we know that you continue to deal with as well.

Mr. RyYAN. It is too high, too many, still happening. And lots of
programs; 123 programs in the Navy alone designed to improve re-
siliency or prevent suicide, but it is really unclear how many of
them are actually effective.
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So what kind of metrics are you using and are being used to
measure the effectiveness of these programs, given that we don’t
seem to be making much progress in tackling the issue? That is for
the Secretary.

And then to the Admiral and General Amos, if you could talk
about what mental health services are available to your sailors and
marines prior to deployment, while in theater, and then upon re-
turning; and which programs—which of those programs do you see
as really having merit and ones we can move forward on?

Mr. MaBUS. The way we are measuring it, Congressman, and we
saw the same thing you did, that we had 123 of these, I set up
something called 21st Century Sailor and Marine to tackle all the
issues of resiliency that the force faces, and as part of that there
is a task force looking specifically at suicide. We don’t need 123
programs; we just need some effective programs.

And one is too many, but in fiscal year 2013, for both the Navy
and the Marines, suicide numbers came down, I believe, in each
single month and I know over the course of the year.

We think we are beginning to get traction on things like edu-
cating sailors and marines on warning signs of their shipmates. We
have travel teams now that go out to do this sort of training, by-
stander intervention, making sure that, as the Commandant and
the CNO will talk about, that people are willing to reach out and
seek help, that there is no stigma to receiving that help, and that
we watch very closely whether the stress on the force has anything
to do with it.

The last thing I will say is that there seem to be three common
denominators in most suicides, one of these factors or more: rela-
tionships, finances and alcohol, and/or alcohol. So we are trying to
move on the alcohol part, but also on the other two in terms of
warning signs and when a shipmate needs to intervene.

Mr. FRELINGHUYSEN. Admiral Greenert, very briefly, because we
want to sort of have some sort of exit time in the near future.

Admiral GREENERT. Regarding mental health, we have a
predeployment survey. Everybody takes it before they deploy. It is
done, if you will, quietly, if you will. You fill out the form and say
what you want.

The point is here are your options. You can go to a nonclinical
counselor, and they are on all our bases. I have seen these. This
is not at a Fleet Family Service Center even. It is not in the hos-
pital. You can go down and talk about it to somebody, a chaplain
or whomever. You could go to the Fleet Family Service Center
where you have a counselor, again nonclinical or clinical. Or you
can go to the medical treatment facility.

When one returns from deployment, you fill out a
postdeployment health survey, how do you feel. It is anonymous,
like predeployment. You do it again in about 30 days, and you do
it—90 days, excuse me, and then at about 6 months because, as
you know, these things sometimes take time to manifest them-
selves. Those are all available, again, nonclinical or clinical.

Now, if you fill out the form, and it is obvious, each of those
postdeployment and predeployment, they are screened by a medical
officer to see if there is something consistent here or alarming, and
then you say, well, we need a clinical consult at least in this case.
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So there is a pre and a post. And we are getting good use out
of these nonclinical. Our sailors, I saw a few of them. Kids come
in, they are very comfortable, you don’t have to get an appoint-
ment. And the whole idea is the stigma. Get over the stigma. Go
in and see someone. It is okay to not feel okay.

Congressman, that is what we have got to continue to drive
home. The nonclinical aspect is reaching some pretty good results.

The 123 programs, I agree with you, that is where we were. We
have, to the Secretary’s point, the 21st Century Sailor Task Force
called Resiliency. How do you make the sailor more resilient? Get
these programs focused onto the ones that get to the point, you
know, how do you get a job, how do you deal with debt, deal with
marital problems that we all have, substance abuse, whatever it
may be, and bring them into something more coherent.

Mr. FRELINGHUYSEN. General Amos, I am going to turn to Mr.
Cole, but I assume the ranks are in lockstep with the Navy broth-
ers and sisters on this issue.

General AMOs. We are, sir. The thing we have, we have got em-
bedded mental health providers in our forward-deployed combat
units and special training for a whole host of folks, and I would be
happy to talk to you about it offline, sir, if we are out of time.

PIVOT TO THE PACIFIC

Mr. FRELINGHUYSEN. Good question, Mr. Ryan.

Mr. Cole.

Mr. CoLE. Mr. Chairman, in the interest of time, I yield to my
friend Mr. Womack.

Mr. FRELINGHUYSEN. Mr. Womack, almost batting cleanup. Go
right ahead.

Mr. WoMAcCK. Thank you.

I want to address these questions to the Chief of Naval Oper-
ations and more concerning the pivot to the Pacific. You know, we
have been tied up in a decade-plus long war in landlocked nations,
and now we are pivoting to an area that is extremely vast in terms
of water.

What kind of technologies—and specific maybe to the MQ-4 and
the UCLASS programs—what kind of technologies is the Navy in-
vesting in? And if I might just kind of add to the question, to
lengthen the question a little bit more about back to what we were
saying earlier about LCS, the “measure twice, cut once” kind of
thinking, are we doing the right thing? Are we on the right track?
It seems like particularly in the UCLASS program it is extended
a little bit. The timelines have moved.

Help me understand this pivot to the Pacific and what we are
trying to do to extend our capability in that region.

Admiral GREENERT. I happen to have a little chartlet here for
you, and it is all about the Asia-Pacific rebalance, right in front of
you underneath your iPhone there. It is about forces and capabili-
ties and what I call understanding. So I will focus on your ques-
tion, which I think is forces and capabilities.

So we have talked about, I think, in this committee before home
porting ships 60 percent to the west, 40 percent east and moving
that. We are growing our forward presence no matter what the
budget. I mean, whether we go to the Budget Control Act or not,
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we must grow as we do this rebalance. But we have to have our
most modern forces out there. So that gets to the force structure,
which brings you the capability.

To the UCLASS, unmanned carrier—carrier landing, excuse me,
surveillance and strike. And the point here is we want to make
sure that what we bring into the fleet has the means to grow; has
appropriate observability, read stealth; can carry a proper payload
to deliver, in effect read weapon; that has the right kind of sensors;
has enough fuel so it has persistence.

Balancing all of those, and I underline the ability to grow in each
of those key performance parameters, that is what we are having
this lengthy discussion, which, as you said, we are measuring again
twice before we build so that we get what we need. And again, it
can grow out there.

So what we want, we need this by the end of the century and—
decade, excuse me. And what we want to do is bring this to the
Western Pacific. We talked about the Joint Strike Fighter, the C
version. That will deploy to the Western Pacific first for us. 2019—
2020 is our goal there.

Other capabilities, Unmanned Underwater Vehicles, we have a
host of them out there today that industry and our Office of Naval
Research has brought. We need to neck those down and bring Au-
tonomous Unmanned Underwater Vehicles, large diameter, about
three times the size of this open area here you see in front of you,
so that we can then put them on patrol. Again, I want to do this.
We have got to do this by about the end of this decade, because
we have to own the undersea domain like we do today. We have
superiority in it, and we need to bring that.

Other issues become electronic attack, the electromagnetic spec-
trum. Our potential adversaries are going to higher frequencies
that are outside where our sensors detect. They are changing their
sensors on their weapons. We need to be able to detect them so
that we can spoof them, jam them, or shoot them down. They are
lower power, so we need to have more sensitive sensors.

These are the electronic warfare, the electromagnetic spectrum
work. We need to be able to jam not just radars, but series of ra-
dars so that we get where we need to get. That is access. Some call
it antiaccess area denial. To me it is joint assured access in the
amount of time we need and for as long as we need.

So these are the sorts of technologies. And, of course, cyber. We
need to be able to get in to protect our networks, know if anybody
is in our networks, and then get in other networks to the degree
we need to and do what the combatant commander and what the
Nation wants us to do in there.

AIRBORNE ELECTRONIC ATTACK

Mr. WoMACK. Quickly on the Growler, you had an unfunded pri-
mX;y for an additional nearly two dozen. Speak to me about the
EA-18.

Admiral GREENERT. Well, the EA-18, if you look at the air wing
of the future, we spoke earlier about the E2-D, that is the Hawk-
eye, that is the big radar, that is the manager of the air wing. And
the E2-D is awesome. It has an extended range; it has the ability
to find very, very small objects and, most importantly, network to
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bring that together. So that is your manager, but you got to get in.
And a lot of what we are about in the future, as I mentioned, is
electromagnetic spectrum, and we have got to jam, spoof and de-
press as necessary. So the Growler has got to get us in there.

Our adversaries and potential adversaries in technology, ad-
vanced radars, I kind of mentioned it. Many bands. X-band is your
lower frequency, and that is your original detection. But then you
have got S-band and others bands to target. We have got to under-
stand all of that, and we have got to operate in it and jam it.

So the Growler of today, what we have in the air wing today on
the program of record is the minimum requirement. That is fine for
the missions that we have today. But as we look out, and as we
have done studies and look into the future, and we are the DOD
electronic attack source, I view it as increased risk and a hedge as
we look at the Growler line potentially closing.

So, for me, I discussed with Secretary Mabus and put it on the
unfunded requirement list as a risk reducer and as a hedge, which
is what the request to us was: Show me what you need for pro-
grammatic and operational risk reduction.

Mr. CRENSHAW. I think one of the E2-D Hawkeyes is being cut.
If it is important, it might be something to think about.

Admiral GREENERT. Absolutely. I mean, I don’t like that any-
more. As Secretary Mabus spoke earlier of other programs, we will
protect the IOC, the initial operability capability, but we need to—
I mean, more capacity is definitely there. It is totally about money,
Congressman.

Mr. FRELINGHUYSEN. Thank you, Mr. Womack.

And, gentlemen, don’t underestimate the committee’s interest in
the issue I raised in my opening statement: misconduct. It is way
beyond what is unbecoming to an officer. But, you know, sometimes
the public’s perception of our remarkable people who serve us,
sometimes it is framed by the bad acts of a few that we condemn.
And I understand the issue of command influence, but it is time
we get—there are some consequences.

I think I am especially appalled, since I know, Admiral, you are
a submariner, Admiral Rickover would be turning over in his grave
if he knew that we had that recent incident in Charleston, I think.
We need some level of assurance, and I am sure we are getting it
from you, just looking at you, that this is an area that will be ad-
dressed.

Admiral GREENERT. Yes, sir. The investigation regarding that is
almost complete. Admiral Richardson is spearheading that. He is
our Director for Navy Nuclear Propulsion. He will be ready to brief
you in a matter of a week or two. As I said, the investigation is
complete.

More importantly, where do we go from here? What is inside the
heads of these kids? These were not poor performers, these were
people making choices.

Mr. FRELINGHUYSEN. They are kids, but these kids have leader-
ship above them. And we work with Admiral Donald, we are work-
ing with Admiral Richardson, and sometimes, you know, the people
who are in charge of the program do bear some responsibility. It
is not just the kids at the lower rung of the ladder. And since the
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safety of those subs depends on every submariner, it is important
that we get this situation corrected.

Admiral GREENERT. Sorry, Chairman, everybody is a kid to me
when you are at this point in my career. But I know what you
mean, and I completely agree. All levels of leadership.

Mr. FRELINGHUYSEN. On behalf of the committee, we thank you
gentlemen for your service and those that you represent. We stand
adjourned.

[CLERK’S NOTE—Questions submitted by Mr. Crenshaw and the
answers thereto follow.]

SUNKEN MILITARY CRAFT AcCT (SMCA)

Questions. Recently the Department of the Navy issued proposed regulations con-
cerning the Sunken Military Craft Act. My office has been contacted by several Flor-
ida based companies involved in the underwater treasure salvage industry and dive
industry concerning these proposed regulations.

As you may know, these industries are significant contributors to Florida’s overall
economy—employing thousands of employees directly and indirectly. These proposed
regulations might contradict efforts undertaken by the Department of Transpor-
tation’s Office of Ship Disposal to salvage valuable cargos on ships that sunk while
on missions for the US Government—World War II Liberty Ship, SS Barry (RFI
issued by Office of Ship Disposal in Oct, 2013).

I'm concerned these proposed regulations might restrict the Office of Ship Dis-
posal’s ability to conduct future salvage efforts which might return significant reve-
nues back to the US Treasury.

Were these changes to the SMCA developed without an impact study, or consulta-
tion with stakeholders; if so, why? How has the department worked with stake-
holders regarding proposed changes to SMCA?

Answer. The Department of the Navy’s (DON) proposed regulations do not amend
or change the SMCA. The prohibitions and restrictions that may be of concern to
the treasure salvage and dive communities have been in place since enactment of
the SMCA in 2004. The proposed regulations do not expand these prohibitions or
restrictions. Per the SMCA, the regulations do create a permitting regime that will
allow persons to engage in otherwise prohibited activities for archaeological, histor-
ical, or educational purposes. In January, the DON published the proposed regula-
tions in the Federal Register for a 60-day public comment period and received many
comments from stakeholders, including the salvage and dive communities.

Question. The proposed changes will directly conflict with Department of Trans-
portation’s jurisdiction over billions of dollars in commodities aboard wrecked ves-
sels from WWI and WWII. Was this considered or intended as a reason for the regu-
latory changes?

Answer. The proposed regulations do not impact the Department of Transpor-
tation (DOT) or resources under its jurisdiction in any manner. Furthermore, and
more importantly, the SMCA contains specific language excluding the actions of
Federal agencies, including DOT, from the prohibitions in the law. The DON’s pro-
posed regulations do not change this or any other provision of the SMCA.

While the DON’s proposed regulations establish a permitting program that only
applies to sunken military craft under the jurisdiction of the DON, upon the request
of the Secretary of a military department, the Secretary of the Department in which
the Coast Guard is operating, or a foreign sovereign, the DON may consider incor-
porating sunken military craft under the jurisdiction of those entities within the
DON permitting program.

[CLERK’S NOTE—End of questions submitted by Mr. Crenshaw.
Questions submitted by Mr. Cole and the answers thereto follow.]

SHIPBUILDING

Question. What is the Navy’s current capacity with respect to the shipbuilding in-
dustrial base? How does this compare, for example, with the Chinese shipbuilding
industrial base?

Answer. The Chinese and United States (U.S.) shipbuilding industrial bases differ
in terms of mission, which leads to differences in capacity, supplier infrastructure,
ship types built, and technical capability.
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1. Mission. The Chinese and U.S. shipbuilding industries serve two national mis-
sions, sea power and economic growth, but the priorities are not the same. China,
as a newly-industrializing society, places a high priority on the shipbuilding indus-
try’s role in fostering export-led Gross Domestic Product growth. This has led to the
government-supported creation of a large-scale, export-oriented commercial ship-
building industry in China. Chinese government support mechanisms for the ship-
building industry have included export credits, loan guarantees, R&D funding, and
encouragement of foreign investment. In addition, many major Chinese shipyards
are state-owned enterprises. The U.S. shipbuilding industry is focused on naval con-
struction and fulfilling Jones Act commercial shipbuilding needs.

2. Capacity and supplier infrastructure. One of the most notable features of Chi-
nese shipyards involved in naval production is that most, if not all, are also actively
involved in commercial shipbuilding. The Chinese shipbuilding industrial base ac-
counted for approximately 35 percent of commercial vessel tonnage delivered in
2013 as measured by compensated gross tons—roughly tied with the South Korean
industry for 1st place in global market share (the U.S. industry accounted for about
0.2 percent). Large-scale shipbuilding strengthens the business case for investment
in modem production infrastructure and technologies in the shipyards, and provides
the volume to support capital-intensive supplier industries that are not viable in the
U.S. (for example, low speed diesel engine manufacturing).

3. Ship types built. Many Chinese shipbuilders concentrate on lower-complexity
products such as bulk carriers; however, some are moving up-market. One example
1s Hudong-Zhonghua Shipbuilding (Group) Co., Ltd., which builds both commercial
and naval vessels; it is currently under contract to build a series of large Liquefied
Natural Gas (LNG) carriers, some for a Japanese owner. LNG carriers are at the
upper end of the commercial complexity scale. NASSCO is currently building LNG
powered Container Ships for the Jones Act trade.

4. Technical capability U.S. shipbuilders are the global leaders in naval ship-
building and their technological capabilities in that area are unmatched. The tech-
nical capabilities of the leading, well-capitalized Chinese shipyards tend to focus on
enabling high-volume steel fabrication and assembly, and commercial ship design.
Operations management and production planning remain a challenge in the Chinese
industry, as reflected in reports of late deliveries on commercial contracts.

Question. Does the Navy consider the shipbuilding industrial base critical to its
future warfighting requirements? If so, does the Navy have a strategy to maintain
its shipbuilding capacity?

Answer. A healthy design and production industrial base is critical to achieving
the Department of the Navy’s priorities and fulfilling the Navy’s needs going for-
ward. We are very mindful that our decisions impact the industrial base and we
take those impacts into consideration along with the near-term and long-term effect
such decisions have on future readiness.

Since I took over the Department, we have focused on revamping internal man-
agement and oversight practices, and have reached out to our industry partners to
foster communication and establish clear expectations. Two key facets of our plan
to sustain our shipbuilding industrial base are stability and affordability. Stability
is required in naval ship design and construction because of the long-lead time, spe-
cialized skills, extent of integration needed, and complex nature of military ships.
Recognizing that schedule and quantity perturbations have a cascading and often
expensive impact on programs, the Navy and Congress have worked together to pro-
vide industry greater stability by offering a realistic shipbuilding plan so that the
number, type, and timing of building will be transparent; awarding multi-year and
block buy procurements on mature programs; stabilizing designs and requirements;
and to the extent possible, avoiding the introduction of changes or new technologies
until the next block upgrade.

Affordability is another facet of our plan to sustain the industrial base. We have
introduced initiatives to acquire our ships and equipment smarter and more effi-
ciently, through competition, multi-year buys, and better buying practices. In ex-
change, we have asked our industry partners to do their part in driving down costs,
and delivering a more affordable, high quality product. We have made it clear that
in doing our part to stabilize requirements, design, and acquisition profile perturba-
tions, we expect them to do their part, namely: demonstrate consistent learning
from ship-to-ship so each ship of the same type, whose design had not dramatically
changed, would take fewer man-hours to build and cost less than previous ships;
revisit their cost drivers and practices and drive costs out and quality and visibility
in; and make appropriate investments in infrastructure and workforce training. All
of these efforts are focused on making our programs more affordable. Given a con-
strained budget, improving efficiency and driving out costs from our programs en-
ables the Department to deliver the ships our Sailors and Marines deserve.
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Question. Do you consider this strategy to be optimal to ensure a robust industrial
base or does it reflect a budget-driven strategy?

Answer. The Navy’s strategy to sustain the industrial base provides a sound ap-
proach toward achieving Navy goals regardless of the fiscal constraints. In the past
five years, we have turned shipbuilding around putting 70 ships under contract.
This is a significant increase compared to the 27 ships put under contract in the
prior five year window We have promoted acquisition excellence and integrity as
well as aggressive oversight. We have focused on everything from requirements, to
design, to construction efficiency, continuing to introduce stability and affordability
into our shipbuilding programs.

In today’s fiscal environment maintaining and increasing the fleet size will re-
quire us to continue applying sound management, innovative solutions, and a com-
prehensive approach toward ensuring that our design, construction and vendor base
is sufficient to meet our naval shipbuilding requirements. That said, today, even
with the Navy’s priority on shipbuilding acquisition, there are not enough ships
being built to sustain the industrial base at an optimal level, nor at a level which
satisfies the Fleet and Combatant Commander operational requirements. Sequestra-
tion in FY 20162019 will further exacerbate shipbuilding industrial base issues
and may result in significant lay-offs and/or closures in those areas most affected.

Question. Are you concerned about a future date when the U.S. shipbuilding in-
dustrial base may not be sufficient to meet mission requirements? If so, what is
your strategy to mitigate this potential shortfall so that we do not end up in the
same situation as some of our allies have experienced?

Answer. As numerous Navy witnesses have stated, we are concerned that the
Navy’s fiscal topline at the FY2011 Budget Control Act levels, commonly referred
to as sequestration levels, in FY 2016-2019, is insufficient to meet the ship force
requirements called for in the Defense Strategic Guidance. Recapitalization of the
Ohio Replacement program further compounds an already challenging situation.
Over the next two decades, the Navy’s number one priority will be recapitalizing
the Ohio Replacement SSBN. At constrained fiscal levels, every other shipbuilding
program will suffer.

Our ability to mitigate the adverse impacts on the shipbuilding industrial base
from constrained resources has its limits. At some point, we reach the point of di-
minishing returns from our efficiency, stability, and shaping efforts. The Navy will
need to work with the Department of Defense (DoD), Congress, and industry to en-
sure that we do not allow our design, engineering, and production skills and capa-
bilities to deteriorate to such a level that we are not able to reconstitute them. Some
legislative relief may provide the means to delay making drastic reductions which
could permanently harm our ability to reconstitute, but these too have their limits.
Ultimately, some difficult discussions and decisions will be required which look be-
yond our development and procurement accounts and fundamentally address the
way and lime in which we respond to crises, our desire for forward presence, and
how we meet those demands.

OPERATIONS—CRUISER MODERNIZATION PLAN

Question. Please describe your plan to lay up the eleven cruisers: For how long?
At what cost? What are the anticipated savings? How can you ensure they will be
returned to active service in future years in light of the persisting budget fiscal chal-
lenges? What is the alternative if Congress does not approve the layup plan?

Answer. Beginning in FY15, the Navy plans to induct CGs 63-73 into a phased
modernization period. The Navy will begin phased modernization on the 11 cruisers
with material assessments, detailed availability planning, and material procure-
ments. Subsequently, the Navy will perform hull, mechanical, and electrical
(HM&E) upgrades, critical structural repairs, and extensive corrective and condi-
tion-based maintenance. The final phase is combat system installation, integration,
and testing. This will occur concurrently with re-manning the ship, preceding res-
toration to the Fleet.

The Navy will commence the cruiser phased modernization plan with the HM&E
modernization of USS GETTYSBURG (CG 64) in FY14. The first combat system
modernization will notionally begin in FY17, followed by another in FY18 and con-
tinuing armually through FY23, with two executing annually in FY24 through
FY26. The ships undergoing phased modernization will replace, on a hull-for-hull
basis, the retiring CGs 52-62 as those ships reach the end of their service life in
the 2020s.

The cost per ship will vary based on individual hull material condition of the ship
and previously completed modernization. The range is estimated to be approxi-
mately $350-$600M per ship which includes induction, sustainment, modernization,
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and maintenance costs. Initially, Navy will leverage the Ship’s Modernization, Oper-
ations and Sustainment Fund (SMOSF) for those ships specifically named in the
FY14 National Defense Authorization Act (CGs 63—66, 68—69, 73.)

Navy estimates cost avoidance of $2.2 B in Operations and Maintenance (OMN)
and $1.6 B in Manpower, Navy (MPN) which will provide additional resources to
partially offset the cost of phased modernization.

In order to ensure the CGs will retum to active service in future years in light
of the persisting budget fiscal challenges, Navy has built a transparent plan which
includes direct Congressional monitoring of funding and work accomplishment.

If Congress does not approve the phased modernization plan or provide the fund-
ing to retain the force structure, the Navy’s only remaining alternative is to decom-
mission the ships.

Question. If the cruisers are laid up, how will the Navy meet the COCOM force
presence requirements?

Answer. The Navy will maintain 11 of its most capable Air Defense Commander
CGs in service to meet COCOM requirements. To date, the Navy has modernized
CGs 52-58 with the Advanced Capability Build (ACB) 08 Combat System as well
as substantial Hull, Mechanical, and Electrical (HM&E) upgrades, and has nearly
completed modernization on CGs 59-62 with the improved ACB 12. These invest-
ments to date have allowed the first 11 ships of the Ticonderoga class to remain
the world’s premier Air Defense Commander platform, fully capable of integrating
into the Carrier Strike Group construct or operating independently in support of
COCOM demands.

DEPOT MAINTENANCE

Question. Naval aircraft depot maintenance (to include Marine Corps) is funded
at $815 million in the fiscal year 2015 base budget request, up from $795 million
in fiscal year 2014 enacted base budget. According to DOD, “this program funds re-
pairs, overhauls and inspections of aircraft and aircraft components to ensure suffi-
cient quantities are available to meet fleet requirements to decisively win combat
operations.”

In fiscal year 2014 it appears that even with OCO funding, the Navy can meet
only 89 percent of its total requirement. Therefore, the Navy expects an increase
from the FY14 backlog of 33 airframes and 319 engines to 66 airframes and 612
engines in FY15. The FY15 budget request for aircraft depot maintenance is $14
million less this year for a total request of $83 million.

FYHOY?V will the current backlog be managed and what carryovers do you expect for
167

Answer. Naval Aircraft Depot Maintenance (ADM) (to include Marine Corps and
Naval Reserve Forces) is funded at $898 million ($815M OMN and $83M OMNR)
in the fiscal year 2015 base budget request, up from $892 million ($795M OMN and
$97M OMNR) in the fiscal year 2014 enacted base budget.

In reference to the current backlog to be managed and what carryover we expect
for FY16, we have been successful in minimizing the current backlog in FY14
though deferred maintenance due to operational commitments, better than planned
reliability for engines and some targeted retirements of aircraft that were coming
due for maintenance. We will continue to make these types of decisions throughout
FY14 and FY15 to minimize the impacts.

There is no data on projected FY16 depot carryover because the Fiscal Year 2016
budget has not been finalized and published.

Question. How would a 15% mandatory decrease in number of civilian personnel,
starting in FY2015 through FY2025 impact workloads at Navy Depots and how
would the necessary workload be managed? In order to meet the required workload,
would the Navy need relief or seek a change to 10 U.S.C. 2466 that mandates a
50% ceiling, measured in dollars, on the amount of depot maintenance workload
that may be performed by contract for a military Department or defense agency dur-
ing a fiscal year?

Answer. A 15% CIVPERS reduction would reduce public depot capacity by at least
15%, but would not reduce the workload requirement, creating a mismatch between
public depot capacity and workload that would reduce operational availability and
the ready force structure.

For example, in naval shipyards the workload requirement is dependent on ships’
schedules, class maintenance plans, and required emergent repairs/maintenance
and unaffected by cuts to naval shipyard capacity. A 15% reduction to CIVPERS
would cut naval shipyard capacity by approximately 750,000 man-days per year. Be-
cause most of the work in naval shipyards is required maintenance on nuclear pow-
ered submarines and aircraft carriers that cannot be deferred, the result of this lost
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capacity would result in the loss of submarine/aircraft carrier operational avail-
ability as ships are not able to be returned to the Fleet on schedule. Attempting
to move this workload to the private sector would be more expensive and less effec-
tive than simply maintaining the current CIVPERS levels in the naval shipyards.
Similarly, naval aviation does not have sufficient commercial contracts (type and
scope) to move that much workload.

A public sector workload reduction of this magnitude would likely result in a
breach of the 50% ceiling of 10 USC § 2466.

[CLERK’S NOTE— End of questions submitted by Mr. Cole. Ques-
tions submitted by Mr. Aderholt and the answers thereto follow.]

LiTTORAL CoMBAT SHIP (LCS)

Question. The Navy seems to have a sudden shift in its position on acquiring the
LCS ship. The Navy selected the LCS program as the most cost-effective program
for filling the fleet’s requirement for additional capability for countering mines,
small boats, and diesel submarines in littoral waters. I am not aware of a drop in
these types of threats.

Has DoD conducted a formal analysis that demonstrates that there is a more cost-
effective way to address these capability gaps?

Answer. Navy has not changed the requirements for LCS. Rather, as directed by
the Secretary of Defense, ships beyond LCS 32 are not yet being placed on contract.
The Navy has been directed to complete a study to support the future procurement
of “a capable and lethal small surface combatant”. The Navy has also been directed
to submit “alternative proposals to procure a capable and lethal small surface com-
batant” and the study should consider options of “a completely new design, existing
ship designs (including LCS), and a modified LCS.” A Small Surface Combatant
Task Force has been established to conduct the analysis and will complete by July
31, 2014.

The threats that LCS was designed to counter still exist, and LCS (as currently
designed and under contract) will defeat those threats. The approved 2008 LCS Ca-
pabilities Development Document, which establishes the requirements for the LCS
Program, was revalidated by a Joint Capabilities Board in 2013.

Question. Are you concerned with the lost investment in LCS by changing to a
new ship?

Answer. No. As designed, LCS is a capable and affordable ship that meets re-
quirements and is a sound investment. The requirement is for 52 small surface com-
batants. The first 32 LCS have been designed for countering mines, small boats, and
diesel submarines in littoral waters. Going forward, it is fiscally and strategically
prudent to review the capabilities and requirements, to ensure Navy continues to
deliver a ship that meets anticipated future requirements. It is premature at this
time to say Navy is changing to a new ship. The Small Surface Combatant Task
Force was established to evaluate requirements and design options for the ships be-
yond LCS 32.

Question. Are you concerned that “starting over” with a new ship design will set
us back by 10 years in addressing the threat that the LCS is charged to counter?

Answer. It is premature at this time to say Navy is changing to a new ship. The
Small Surface Combatant Task Force was established to evaluate requirements and
design options for the ships beyond LCS 32.

Question. Does the LCS meet the CENTCOM requirement to counter Iranian “A2/
AD” threat?

Answer. LCS meets the CENTCOM requirements for Anti-Access Area Denial
(A2/AD) threats. LCS with a SUW Mission Package is lethal against FAC/FIAC
threats using its speed, aircraft, and onboard weapon systems. LCS with its shallow
draft can operate in areas inaccessible to FFG/DDG/CG. Also, with the addition of
Longbow missile to the SUW Mission Package, LCS will provide more firepower ca-
pacity to defeat the small boat threat than FFG or PC. Additionally, LCS with an
MCM Mission Package is able to clear mines faster and safer than legacy MCM—
1 class due to its unique systems which allow it to operate outside the mine danger
area. LCS MCM Mission Package also provides vital support to amphibious oper-
ations in theater.

Question. Has a new threat developed since the days of the original contracts? Or
is all this the result of the fact that there is a shift to build up our forces in the
Pacific and the way to pay for that is to cancel LCS ships and to linlc it to the over-
all number of ships.

Answer. Navy and Department of Defense examine emerging threats in all thea-
ters, to include the Pacific, and apply resources as required to best counter current
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and future threats. With the shift in strategic guidance to rebalance to the Pacific,
LCS will be a major contributor against existing and emerging threats with all
three focused mission packages.

LCS has not been cancelled. Rather, as directed by the Secretary of Defense, ships
beyond LCS 32 are not yet being placed on contract while the Small Surface Com-
batant Task Force continues to conduct their analysis and report their findings.

LCS PROCUREMENT PLAN

Question. There seems to be some conflicting information about the LCS procure-
ment plan between 3 or 4 ships in FY15.

To clear the record, how many ships does the Navy intend to buy in FY15?

Answer. The PB15 submission provides funding for 3 LCS in FY15.

Question. Will either company be directed to deliver one less ship? (per this
change in the FY15 budget request)

Answer. No, Navy will not direct the industry teams to deliver one less ship. Navy
plans to procure the single LCS shifted to FY16 under the current block buy con-
tract(s) by making an adjustment to one of the two contracts. The decision of which
shipbuilder will have one ship shift to FY16 will be determined in consultation with
industry, with consideration of cost, production schedule performance, shipyard re-
source loading, and vendor base considerations.

SHIPBOARD WEAPONS

Question. In terms of a having a fleet that is smaller than in past decades, are
there particular budget challenges or technical challenges you are concerned about
in terms of being asked to put new weapons systems, or other systems, on your
ships and submarines?

Answer. The total number of ships available for the requirements of the global
combatant commanders continues to be a challenge. As the Navy has drawn down
in the total number of ships over the years, our forward presence has remained rel-
atively constant, adding increased pressure on the ships, their crews, and their fam-
ilies. Because we have fewer total ships, periodic modernization and scheduled im-
provements of the weapons systems on those ships is essential to ensure that the
ships we do have are as lethal as they can be. Balancing the capability and capacity
to win decisively is a key Navy priority.

While the size of the fleet has become smaller than in past decades, the technical
challenges associated with delivering and sustaining these advanced systems have
grown. The Navy consistently strives to get the most out of each acquisition dollar
to ensure our Sailors are equipped with sensors, systems, and weapons to accom-
plish the mission. Cost reduction efforts the Navy has implemented include in-
creased commonality in weapons systems so they can be used across multiple class-
es of ships, scalable equipment designed to fit different types of ships and situa-
tions, and modular systems that can be easily swapped with newer, more modern
systems at the end of their service lives. Additionally, the Navy is leveraging the
work done by the commercial sector to deliver systems whose processing capabilities
improve with advances made by the pace of industry and not by the sole needs of
the military.

We have prioritized investments to close gaps in critical kill chains, and have ac-
cepted risk in capacity or in the rate at which some capabilities are integrated into
the Fleet. We have also terminated certain capability programs that do not provide
high-leverage advantage, and slowed funding for those that assume too much tech-
nical risk or could be developed and “put on the shelf” until needed in the future.

HYPERSONIC WEAPONS

Question. How much funding and what length of time would be required to field
a sea-launched hypersonic weapon of the same reach and destructive power antici-
pated by the HTV-2 program?

Answer: The Navy does not have, at this time, a requirement or a program of
record to develop a sea-based Conventional Prompt Global Strike (CPGS) capability.
At the request of OSD (AT&L), Navy Strategic Systems Programs is participating
in the advancement of hypersonic delivery technologies and providing subject matter
expertise. If the Department of Defense validates a requirement for a sea-launched
hypersonic weapon, system requirements such as payload, range, accuracy and reli-
ability would need to be defined in order to scope a program and estimate cost and
schedule. Certain attributes such as range and payload would likely differ from the
HTV-2 program due to technical considerations. For example, range requirements
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would likely be less, as a sea-based concept would be forward-deployed requiring
less flight time to reach target sets.

TRAINING PROGRAMS

Question. Why doesn’t the surface Navy have a comprehensive training program
like every other officer community in the military, and how may that be affecting
the morale of junior officers?

Answer. The Surface Navy has a comprehensive junior officer training program
that begins with an eight week Basic Division Officer Course followed by a series
of Personal Qualifications Standards (PQS) and on the job training on their assigned
ship. The first tour afloat is comparable to an afloat training schoolhouse and em-
phasizes development of surface warfare and leadership slcills as a Division Officer
and Officer of the Deck. Training and PQS focus on watch standing competency,
seamanship, ship handling, navigation and administrative tasks that are funda-
mental to the community and necessary for professional development. The recently
established Advanced Division Officer Course, which occurs between first and sec-
ond afloat tours, standardizes baseline Icnowledge and reinforces competencies pre-
viously developed. The second afloat tour, in a more complex Division Officer billet,
further develops and refines the core competencies of the community and enables
the junior officer to gain additional operational experience and qualifications as En-
gineer Officer of the Watch or Tactical Action Officer, which are prerequisites for
command afloat. Additional comprehensive leadership, billet specific, tactical and
operational pipeline training is conducted prior to Department Head, Executive Offi-
cer and Commanding Officer assignments.

This longstanding model for training junior officers has been effective in pro-
ducing confident and capable officers to support Surface Navy operational mile-
stones at every pay grade. Periodic surveys of Surface Navy junior officers are devel-
oped to assess satisfiers and dissatisfiers in the community. The most recent survey
from 2013 does not indicate an adverse effect on morale, but rather an increase in
satisfaction with the junior officer training program since the 2008 survey.

MISSION QUALIFICATION PROGRAMS

Question. Are there objective and universal standards and tests to become a quali-
fied surface warfare officer? How does surface warfare compare to aviation and to
submarine warfare on this point?

Answer. Until FY15 there were three paths for junior officers to qualify Surface
Warfare Officer. All paths for qualification for Surface Warfare Officer include objec-
tive and universal standards and tests directed under Surface Force Type Com-
manders instruction and administered by the afloat Commanding Officers. The
three paths for qualification are the Basic Division Officer Course (BDOC) path, the
Surface Warfare Officer Introduction/Advanced Ship handling and Tactics (SWO
Intro/ASAT) path, and the Direct Path. Officers on the BDOC path attend the
BDOC course and then report to their ship to complete the rest of the qualification
process. The BDOC course requires a 90% on the Rules of the Road examination
and a minimum acceptable score of 75% for all other examinations. Officers on the
SWO Intro/ASAT path attend a short introductory course on Surface Warfare, re-
port to their ship, and attend the ASAT course prior to final qualification as a Sur-
face Warfare Officer. As with BDOC, ASAT requires a 90% on the Rules of the Road
examination and a minimum acceptable score of 75% for all other examinations. The
Direct Path is for officers not from a traditional Surface Warfare Officer source des-
ignator, such as Limited Duty Officers and Chief Warrant Officers. Direct Path offi-
cers do not attend BDOC or SWO Intro/ASAT, but must meet all other qualifica-
tions. All junior officers are required to satisfactorily complete Personnel Qualifica-
tion Standards (PQS) qualification in Basic Damage Control, Maintenance and Ma-
terial Management System, Division Officer Afloat, Import Officer of the Deck,
Small Boat Officer, Engineering, Combat Information Center Watch Officer, Anti-
Terrorism Watch Officer, and Officer of the Deck Underway. Junior officers must
demonstrate effective leadership skills and proficiency in performing Division Officer
duties, to include management of personnel, spaces, and equipment as well as sig-
nificant experience as a watch stander. On completion of the required PQS, the jun-
ior officer must pass a multi-member Surface Warfare qualification oral board,
chaired by the Commanding Officer to validate the officer’s general professional
knowledge of all aspects of Surface Warfare.

In FY15 the process will be further standardized by consolidating the BDOC and
SWO Intro/ASAT paths into the BDOC path.

This qualification process is similar to warfare qualification as a Submarine Offi-
cer with the exception of nuclear power training.
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The qualification process for Aviation Officers is different than that of Surface
Warfare Officers, due to the differences in employment of ships and aircraft. Naval
Aviators and Naval Flight Officers receive their warfare qualification upon success-
ful completion of initial flight training in the Naval Air Training Command. All
Naval Aviators and Naval Flight Officers then receive tactical employment training
in their Fleet type/model/series aircraft at the Fleet Replacement Squadron (FRS).
Officers retuming to the fleet from non-flying assignments receive refresher training
at the FRS before returning to an operating squadron. Advanced tactical training
for aviation officers is guided by a formal air combat training continuum adminis-
tered by the Commander, Naval Air Forces, the Naval Strike and Air Warfare Cen-
ter, and aviation community weapons schools.

Question. How many junior surface warfare officers are recommended for non-at-
tainment by their commanding officers, and what percentage of those are subse-
quently approved by Commander, Surface Forces?

Answer. From March 2012 through March 2014 there have been 69 non-attain-
ments representing a four percent non-attainment rate from 1753 junior officers in
year groups 2010 and 2011. Recommendations for non-attainment are forwarded by
the afloat Commanding Officer to Commander, Naval Surface Forces (Pacific or At-
lantic) following review and endorsement by the Immediate Superior in Command
(ISIC) (an O-6 or Flag-level review). Statistics on those recommended by the Com-
manding Officer for non-attainment that were disapproved by the ISIC are not kept
as to not disadvantage officers who are afforded another opportunity to qualify.

INSPECTOR GENERAL

Question: What is the funding level for the Inspector General’s office for each year
from Fiscal Year 2011 to Fiscal Year 2015? Are changes in funding impacting the
IG office’s ability to process cases?

Answer: The funding levels for the Office of the Naval Inspector General
(NAVINSGEN) are:

FY2011-FY2015 Budget Levels Amount in Thousands

FY Pay % Support % Total

2011 $5,553 75.28% 1,823 24.72% $7,376
2012 6,020 83.15 1,220 16.85 7,240
2013 6,326 80.56 1,527 19.44 7,853
2014 7,268 87.85 1,005 12.15 8,273
2015 7,961 88.61 1,023 11.39 58,984

Although it appears that the funding has increased, NAVINSGEN grew by 23 in-
vestigators in FY13, which, increased staff salaries, accounting for the growth. In
contrast, funding for support functions including transcript services, travel, and in-
formation technology requirements (hardware/software) declined since FY13 (see
chart above showing percentage decline in support dollars.)

The NAVINSGEN HQ is comprised of 92 people: 20 inspectors, 36 investigators,
and 36 audit liaison and support personnel. The small number of staff in the Naval
IG community presents a challenge in processing cases, especially given the general
increased trend of NAVINSGEN Hotline contacts, Hotline investigations, and Mili-
tary Whistleblower Reprisal investigations since 2008. In particular, NAVINSGEN
has been unable to complete Military Whistleblower Reprisal investigations within
the statutorily required 180-day timeframe, but importantly, has taken actions to
add billets over the last 2 years, as well as review processes, policies, procedures,
and training in an effort to improve through put.

[CLERK’S NOTE—End of questions submitted by Mr. Aderholt.
Questions submitted by Ms. McCollum and the answers thereto
follow.]

AIRBORNE ELECTRONIC WARFARE CAPABILITY

Question. I understand the Navy is reviewing an emerging need for additional
E/A-18G Growlers and Next Generation Jammer equipment to provide needed elec-
tronic warfare capacity. The Navy submitted a recent “unfunded priority” f